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BLADES, EAST & BLADES, Ltd. 


Established 1821. 
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= CITY OFFICES: WORKS 
17 ABCHURCH LANE, LEONARD ST., FINSBURY, 
LONDON, E.C. LONDON, E.C. 


Telephones : Mansion Hose 9681 (5 lines), Telephones : Clerkenwell 3636, 3637, 3638. 
Telegrams : “ Identical, London.” 


BANKERS’ CHEQUE PRINTERS. 


BANK NOTES, BONDS, BANKERS’ PROTECTIVE CHEQUES, 
CERTIFICATES, POSTAGE AND REVENUE STAMPS, 
ENGRAVERS AND FINE ART PRINTERS. 
COMPANY PROSPECTUSES. 


WHOLESALE AND EXPORT MANUFACTURING STATIONERS, LITHOGRAPHERS, 
PRINTERS, ACCOUNT BOOK MAKERS, AND SEAL ENGRAVERS, 


PHOTOGRAVURE AND COLOUR PRINTING. 


PUBLIC COMPANY WORK, INCLUDING INSURANCE COMPANIES, 
BANKS, ETC., A SPECIALITY. 


UINIVUOUULAUIUULVUIULULUUOLVUVUEOUOVUVULVUUIUV IOUT 


THE BANK OF AUSTRALASIA. 
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Paid-up Capital - . : - £4,500,000 
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Reserve Liability of Prepeietere under the Charter £4,500,000 
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COURT OF DIRECTORS : 


RIGHT HON. LORD ALDENHAM. F. V. a LIVINGSTONE-LEARMONTH, EsgQ., 
Oo. 


Cc. E. BARNETT, Eso. 
J. F. G. GHLLIAT, to. RIGHT HON. Tas EARL, OF MIDLETON, K.P. 
KENNETH GOSCHEN, Eso. nye PEEL, Boo Esq. 


C. G. HAMILTON, Eso. 

T. R. JOHNSON, Esg. ARTHUR W1 EESON, Esa. 
HEAD OFFICE: 4 Threadneedle Street, London, E.C.2. 
WEST END BRANCH: 17 Northumberland Avenue, London, W.C.2. 













Numerous Branches throughout the States of VICTORIA, NEW SOUTH 
WALES, QUEENSLAND, SOUTH AUSTRALIA, WESTERN AUSTRALIA, 
TASMANIA, and the DOMINION of NEW ZEALAND. 


The Bank offers facilities for the transaction of every description of Banking business in 
Australia and New Zealand. Negotiates or collects Bills. Issues Telegraphic Transfers, Letters 
of Credit and Drafts, also Circular Notes and Circular Credits available in all parts of the world. 
Deposits received at interest for fixed periods on terms which may be ascertained on application. 
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DISTRICT BANK 





LIMITED 
Subscribed Capital ° - - - £9,796 ,000 
Paid-up Capital - - - - £2,212,000 | 
Reserve Fund - ~ - ~ - £2,000,000 | 
Deposits - - - - - £50,033,276 | 
Total Assets - - £55,066,568 | 


30th June, 1931. 
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ISTER DE 2 hy 1 ng Gardens, Manche 

TRUSTEE DEPARTMENT - ‘ : F : {13 Sp Old Bond St., London, W. i 


395 BR ANC HE S AG ENTS E VE RY \WHERE 


LIVERPOOL OFFICE - - - - - - - . - 3, Water Street oa 
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THE UNION DISCOUNT COMPANY 
OF LONDON, LIMITED, 


Telegrams : 39 CORNHILL, Telephones : 


“Udisco, Stock, Mansion House 7941 


London.” LONDON, et 8 (10 lines). 
Capital Paid up and Reserve Fund 


£3,000,000 


DIRECTORS 
Arthur Louis Allen Robert Helland Martin, C.B. 


Laurence Currie Archibald A. Jamieson 
The Hon. Sir William H. Goschen, K.B.E. Robert Callander Wyse 


Manager 
ROBERT CALLANDER WYSE 


Sub-Managers 
E. C. ELLEN A. F. E. FOUCAR 
Assistant Managers 
T. E. WHELEN H. V. BERRY A. W. TRINDER 
Secretary : 
Cc. W. HOLLIDAY 


Treasury, Bank and First-Class Trade Bills Discounted. 
Money Received on Deposit for Fixed Periods or at Call. 
Enquiries Invited. 














THE BRITISH LINEN BANK 


Incorporated by Royal Charter, 1746. 
CAPITAL AND RESERVE FUNDS - - £3,600,000 


Head Office: 
38 St. Andrew Square, EDINBURGH. 


OVER 200 BRANCHES THROUGHOUT SCOTLAND. 


London Office : 
38 Threadneedle Street, E.C. 2. 


Where accounts may be opened on usual London terms. 






























OESTERREICHISCHES CREDIT-INSTITUT 


FUER OEFFENTLICHE UNTERNEHMUNGEN UND ARBEITEN 


(Austrian Credit-Institute for Public Enterprises and Works) 


VIENNA, I. 
Telegraphic Address : Kreditinst. Founded 1896. 








Emission of Gold Mortgage Bonds and Trustee Securities. 





London Correspondents : 


Seligman Brothers Ltd. Fredk. Huth & Co. 


NATIONAL BANK OF EGYPT. 


(Incorporated in Egypt. Liability of Members ts Limited.) 


HEAD OFFICE : CAIRO. 





















FULLY PAID CAPITAL - - - - - £3,000,000. 
RESERVE FUND .- - : - . - £3,000,000. 


London Agency : 
6 and 7 KING WILLIAM STREET, E.C.4. 


Branches in all the Principal Towns in 


EGYPT and the SUDAN. 
YOKOHAMA SPECIE BANK, LIMITED. 


ESTABLISHED 1880. (Incorporated in Japan.) 





Capital Subscribed ane vuly Paid - - Yen 100,000,000 
Reserve Fund - - - Yen 115,000,000 


Head Office: YOKOHAMA. 
BrancHEes and AGENciesat Alexandria, Batavia, Berlin, Bombay, Canton, Calcutta, Changchun, Dairen (Dalny), 
Fengtien (Mukden), Hamburg, Hankow, Harbin, Hong Kong, Honolulu, Kai Yuan, Karachi, Kobe, London, 
Los Angeles, Manila, Nagasaki, Nagoya, Newchwang, New York, Osaka, Paris, Pei iping, Rangoon, Rio de 
Janeiro, Samarang, San Francisco, Seattle, Shanghai, Shimonoseki, Singapore, Sourabaya, Sydney, Tientsin, 
Tokyo, Tsingtau. 
The Bank buys and receives for collection Bills of Exchange, issues Drafts and Telegraphic Transfers and 
Letters of Credit on above places and elsewhere, and transacts General Banking Business. Deposits received 
for fixed periods at rates to be obtained on application, 


London Office :—7 Bishopsgate, so E.C.2 
NOHARA, Manager. 















BANCO DE 
PORTUGAL 


ESTABLISHED 1846 
Head Office : 


Rua do Comercio, 148 
LISBON 


Telegraphic Address: ‘‘BANGAL” 


|. CAMACHO RODRIGUES 


Vice-Governors 
.. _ SOARES BRANCO 
P. DE SOUSA 
Dr. F. . MYGDIO DA SILVA 
Administrators : 
Dr. J. DA MOTTA GOMES, Jnr 
A. J. PEREIRA, Jnr. 
Dr. J. CRRIRO DA MATTA 
Dr. M. A. DO CASAI, RIBEIRO DE CARVALHO 
R. LEAO 
D. DE SOUSA E HOLSTEIN BECK 
H. MISSA 
Dr. JOAO EMAUZ LEITE RIBEIRO 
F. MEIRA 


Capital - - - Esc. 100,000,000$00 
Reserve Funds - - 72,700,000$00 


32 Branches throughout Portugal 


Correspondents in all important places abroad 





BANCA 


JASSY——BUCHAREST. 


MOLDOVA 
LT 


Oo 0 


Capital Paid up and Reserves-- 
LEI 192,000,000. 


oO Qa 
Cable Address: MOLDOBANCA. 
Branches : 
BACAU, BALTI, BARLAD, BRAILA, 
CETATEA-ALBA, CERNAUTI, 
CHISINAU, GALATI, PIATRA- 


NEAMTZ, RENI, ROMAN, TIGHINA, 
VASLUI 


o 0 


Every Description of Banking 
Business Transacted. 


BANCO DE 
CHILE. 


Incorporated in Chile with Limited Liability. 


London Agency — 
94 GRACECHURCH ST., E.C.3 


Chilean Dollars. 

100,000,000.00 
25,000,000.00 
33,900,000.00 
20,000,000.00 


Paid-up Capital 
Statutory Reserve 
Special Reserve 

Fund for Contingencies 


Extraordinary Reserve  40,000,000,00 
Dividend Fund 8,112,915.80 


(Equivalent to £5,652,823) $226,112,915.80 


CHIEF OFFICES: SANTIAGO, VALPARAISO. 
40 GRANGHES | IN m Cums. 


The Agency transacts every die of Banking 
business. Current accounts cpened. Deposits 
received. Agents of : Banco de la Nacion Argen- 
tina; Banco do Brazil ; Banco Central de Chile. 


BANCO CENTRAL 
DE BOLIVIA 


formerly 


BANCO DE LA NACION 
BOLIVIANA 


Established 1911. 


OPERATES AS A CENTRAL BANK OF 

ISSUE, DISCOUNT, DEPOSIT AND EX- 

CHANGE THROUGHOUT THE REPUBLIC 
OF BOLIVIA. 


Authorised Capital - Bs.30,000,000 


Paid-up Capital Bs.25,687,075 
Reserve Fund - - Bs.6,155,826 
Telegraphic Address: ““NAVIANA.” 


Head Office: LA PAZ. 


BRANCHES : 
Cochabamba, Oruro, Potosi, Riberalta, Santa 
ruz, Sucre, Tarija, Trinidad. 


Soociety Fispered to grant facilities for the 

DEVELOPMENT of the ECONOMIC RELA- 

TIONS ee the REPUBLIC OF BOLIVIA 
and all FOREIGN COUNTRIES. 


The Bank grants special facilities to Travellers 
proceeding to Bolivia. 


CORRESPONDENCE INVITED. 





ANGLO-CZECHOSLOVAK AND PRAGUE CREDIT BANK. 


PRAGUE London Office: 48 BISHOPSGATE, E.C. 2. 
BOARD OF DIRECTORS 


CHAIRMAN: 


Head Office: 


[Vacant since the death of KuneS Sonntag, Late Minister of Finance.] 


Deputy CHAIRMEN: 

LONDON. 
PRAGUE. 
PRAGUE. 
Aussic A.E. 
PRAGUE. 


Anglo-International Bank, Ltd. 

Late Councillor to the Min. of Finance 
Landed P: — tor 

President, Georg Sc hic ht A. ro 


Senator, President Skoda Works 


H. E. Peter Bark, G.C.V.O 
Joser PARA 

Leo PETERKA ae 

Dr. HEINRICH SCHICHT 


JosEF SIMONEK 


DIRECTORS : 
General Manager, Epiag A.G 
President Joint Stock Brewery, 
President Société Générale 
President Central Union of 


CARLSBAD. 
PRAGUE. 
PARIS. 


Leo BENEDIKT 
KARL DIMMER 

ANDRE HOMBERG 
Inc. FERDINAND 


ING. ‘ 
Smichov 
KLINDERA Agricultural Co- 


Louis Lion a ee 
Dr. KAREL LOEVENSTEIN .. 
Otro MANDELIK 

Dr. ZpENKO MIKULEJSKY .. 
FRANZ PETSCHEK 

ROBERT REISER , 

Dr. ANTONIN SCHAUER 
SALLY SCHOENBERGER 
KORNEL STODOLA 

Dr. STANKO SVERLJUGA 

Dr. FRANTISEK ULRICH 
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ARTHUR GEORGE MITTON 


DICKSON 


WALTER SKIDMORE DRAPER 
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M.C. 


operative Societies ais a 
Director Banque de i’Union Parisienne 
Managing Director Skoda Works 
Sugar Manufacturer 
Manufacturer 
of J. Petschek .. 
of M. Reiser & Sons 
Lawyer .. 
of S. Se hoenberg zer & Ce 
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Yougoslavian Minister of Finance 
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LONDON COMMITTEE: 
CHAIRMAN : 
Anglo-International Bank 


DEPUTY CHAIRMAN : 


Charterhouse Investment Trust, Ltd 


Forbes, Forbes, Campbell & Co., Ltd. 


PRAGUE, 
PARIS 
PRAGUE. 
PRAGUE, 
PRAGUE. 
AussiG A.E. 
PRAGUE, 
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BERLIN. 
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BELGRADE. 
Hrapnec KrALovE 
OLomouc, 


LONDON. 


LONDON. 


LONDON, 
LONDON. 


Harotp EpWARD CART! _- British & Allied Investments Corp., Ltd., « 





BALANCE SHEET, 3ist DECEMBER, 1930. 
LIABILITIES. ASSETS. 
Ke. 
123,289,405 . 45 


198,082,518. 15 
117,461,367. 2 


305,243. 
426,016,741. 65 


Cash inhand ... 
Balances at Call with 'N ation: al Bz ank and 
local banks... see ‘ 

Balances with Banks abros ad. . 

Foreign Currency Bills and Che >ques s 

Bills Receivable... eee eee 

Investments 
Czechoslovak ... 
Foreign 
Sundries 


Share Capital, fully paid 

Rese rves 

Staff Pension Fund 

Deposit Accounts ; , 

Current Accounts Ke 
Banking Institutions 1,062,347,946.55 
Others 1,618,095,372 . 80 

05 

80 


350. 
9,025. 
182.40 


Acceptances on account of clients 
Items in Transit i ; wat 
Unclaimed dividends = 
Contra Accounts 1,032,231,341.48 Participations 
Net Profit Debtors 

Brought forward from Advances against Ke. 

1929 , 6,252,585 . 99 Securities ... ..-  220,094,279.50 
Net Profit for 1930 ... 14,580,448. 11 Others . - 2,700. 374,815. 55 


100, 
135, 


319, 
3871 
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Liability of Customers for acceptances, 
per contra ° eee eee eee 
Bank Premises at Head 
Office and Branches— 
Buildings 
Fittings 





87,898,693 . 25 
2,766, 413. 85 


16,971,513.95 


Items in Transit 
Contra Accounts 


4,631,645,789.80 | 
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A Banker’s Diary 


Mid-June—Mid-July 


WHEN, a month ago, after a longish period during which 
the Bank of England had pure hased the weekly supplies 
of gold coming into the open market, the 
> newbs metal began flowing freely into her hands 
while at the same time notes in circulation 
tended to diminish, the position of the Bank was be- 
coming so strong that people began to discuss the 
possibility of a further reduction in the Bank rate from 
the 2} per cent. at which it was fixed on May 14. 
At that time discount rates were only fairly well main- 
tained at 2; per cent. and money was in abundance 
and could be easily secured for day-to-day purposes at 
I per cent. or even less. Thereafter, discount rates 
weakened and fell away to 1? per cent., and with mone\ 
continuing plentiful it became even more generally felt 
that the Court of the Bank of England was only awaiting 
the turn of the half-yearly period before making the 
anticipated reduction. Meantime, news from Germany 
became increasingly alarming, the procrastination of the 
French authorities completely nullifying—-for the mo- 
ment at any rate—all the good that Pr esident Hoover’s 
proposal seemed likely to do, and with Continental nerves 
on edge balances were withdrawn from London and 
foreign exchanges moved sharply against sterling. As 
was inevitable, gold shipments followed, and during the 
fortnight ended July 22 the Bank lost no less than 
£15-8 millions of gold. 


Tue Bank authorities at once recognized that the with- 
drawals of funds from London were due mainly to the 
The Bank’ desire of bankers all over the world to 
€ bANKS strengthen their cash, and that no increase 
Policy : . 
in London Bank rate could be counted 
upon to stem the tide. Thus on July 16 they de- 
liberately left the rate unchanged as a sign that they 
had the situation well in hand, even though on that day 
alone the Bank lost £5,000,000 of gold. ‘Unfortunately, 
gold losses, foreign withdrawals of funds, and the offerings 
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of sterling bills in London created stringency in the 
money market and drove the three months’ discount 
rate up to 27 per cent., or hard against Bank rate. 
For a few days the Bank tried to stem the tide by buying 
bills in the open market, but this proved of no avail, and 
to relieve an impossible situation in the money market, 
on July 23 Bank rate was raised to 33 per cent. 


WHETHER the Bank of England had for some time past 
been anticipating the German economic crisis and 
building up for itself a strong position 
aun against any possible contingencies that 
might be likely to arise from it, must remain 
a secret known only to its own Court. But in any case 
when the crisis did actually occur the Bank of England 
met its reactions absolutely unperturbed, and the British 
money market has come through the ordeal so far in 
such a creditable manner as must increase foreign con- 
fidence both in our financial stability and in the extreme 
competence of our financial experts. Following upon 
the German troubles and the temporary failure of the 
Hoover plan to stave it off, continental countries, and 
France in particular, began to draw upon their London 
balances in order to strengthen their cash resources at 
home. After holding its position for some time the 
pound sterling began to weaken against most foreign 
currencies of importance, the New York dollar falling 
at one time to 4°83} and the French franc to 1223, 
while Brussels moved to 34:81. The increase in Bank 
rate on July 23 checked initially the general depreciation 
of the pound, but many rates still remained at levels 
low enough to permit of further gold shipments, and by 
July 25 a further £13°2 millions had been lost in addi- 
tion to the £15°8 millions specified above. Fortunately 
on that day the Paris rate rose above the export gold 
point, so that it seemed as if the efflux might be 
checked. 


THE June averages of the London clearing banks record 

a further expansion in deposits from £1,737°8 millions 

, in May to £1,781-g millions in June. 

Clearing (Cash is appreciably higher at £1875 millions, 

against £179°4 millions in May, but this 

may be due to balance-sheet preparations 
I 


Averages 
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at the end of June. There has been a further contraction 
in advances from {£934°6 to £923-0 millions, and with 
investments at {288-4 millions, against {289-9 millions 
in May, the banks have had to employ more of their 
resources in bills. Discounts therefore have risen from 
£224:0 to £265-7 millions. The greater stability of 
commodity prices is reflected in a slight increase in 
acceptances from {114-2 to {115-9 millions. All these 
figures should be compared with those for the end of the 
half-year, which are analysed and reviewed on a subsequent 
page. 


TRADE returns for June came as a definite disappoint- 
ment to those who had hoped that the bottom of our 
industrial depression had been more or less 

— reached, for not only are declines recorded 
Trade 1m every section, but almost every item in 
each section contributes its quota to the 

general fall. Imports are down to {68-6 millions as 
compared with {69-6 millions for May, while exports 
have fallen by £4-4 millions to {29-4 millions, which 
compares with £33-9 millions for the previous month; 
re-exports alone showing a slight rise to £6 millions over 
a figure of £5-7 millions in May. The returns for June 
are, however, the more interesting in that they complete 
the six months period than actually in themselves, and 
for the half year the figures certainly make gloomy 
reading, with imports down by {123-8 millions and 
exports by {105-6 millions. Here, again, each division 
is responsible for its share of the fall, though, unfortun- 
ately, the heaviest drop is recorded in the export of 
articles wholly or mainly manufactured, which have 
gone down from {238-6 millions for the first half of 
1930 to £150°3 millions for the similar period in 1931, 
while imports of articles wholly or mainly manufactured 
have only declined from {159-6 millions to £124°3 
millions. It is noticeable in these two sections that 
exports of cotton yarns and manufactures have dropped 
from {51-8 millions in 1930 to £28-6 millions in 1931, 
woollen and worsted yarns and manufactures from {19-3 
millions to {12-4 millions, and manufactures of other 
textiles from {10-7 millions to £6-5 millions, while the 
comparative import figures show only very slight declines 
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in cotton yarns from {4-8 millions to £4-1 millions, in 
woollens from {7-1 millions to £6-3 millions, and in 
other textiles from £7-9 millions to £7-2 millions. In 
wearing apparel, too, exports have dropped from {10 
millions to {6-8 millions, though imports of the same 
have actually increased from {9-9 millions to {10 millions 
in the six monthly period. Exports of iron and steel 
manufactures are down from {28-6 millions to {15-7 
millions, of vehicles from £26-2 millions to £17-2 millions, 
and of machinery from {24-9 millions to {16-9 millions. 
In face of figures so generally depressing some little 
comfort may be derived from the realization of the fact 
that at least a considerable proportion of the declines is 
due to the lower prices prevailing all round, but on 
making allowances for this, it is impossible to view 
them without a certain amount of foreboding as to what 
the future may bring. 


On June 26 Mr. Ramsay MacDonald made a somewhat 
unexpected statement on India’s credit in reply to a 
a private notice question in the House of 
oo Commons. After alluding to the financial 
strain imposed upon the Government of 
India by the economic depression, by political uncer- 
tainties, and by consideration of the provisions to be 
embodied in the new Constitution to ensure financial 
stability, he stated that “it will not be possible to intro- 
duce the proposed constitutional changes if financial 
stability is not assured, and His Majesty’s Government 
are determined not to allow a state of affairs to arise 
which might jeopardize the financial stability and good 
government of India for which the Secretary of State 
is at present responsible. They have therefore decided 
that, should the need arise, they will apply to Parliament 
for the authority necessary to enable them to give financial 
support under suitable conditions to the Government of 
India, for the purpose of maintaining the credit of the 
country pending the settlement of the constitutional 
problem and the formulation of provisions which will 
ensure the maintenance of India’s credit in the future.” 
Though the undertaking is of a contingent nature, and 
may never have to be implemented, there is one point 
upon which the City might well insist. It is that in these 
12 
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post-war days, London’s power to assist other countries 
is not inexhaustible, and the Central European crisis 
bids fair to increase the demands upon London’s purse. 
Any appeals for aid, from every quarter, will be met within 
the limits of the City’s powers and in accordance with the 
rules and procedure that years of experience have taught 
the City to apply. Yet the City is justified in urging 
that the British Government should be wary in pledging 
the nation’s credit to an indefinite amount, and some 
indication of the figures the Premier is envisaging, of 
the conditions and contingencies under which assistance 
to India might have to be granted, and of the advantages 
accruing to this country would be welcome. These are 
hardly the days for the indiscriminate issue of blank 
cheques, and it is in no spirit of antagonism to those 
responsible for the task of the settlement of India that 
bankers think it necessary to point out this fact. 


The German Crisis 


URING the great war it was a truism that the 

man in the front line knew least of what was 

going on, and it is equally true that no one knows 
how a battle will end until it is actually over. The 
same applies to the following observations upon the 
German crisis. The writer had the good fortune to be 
present in Berlin at the time of the Hoover declaration, 
to be in Basle during the critical International Bank 
board meeting on July 13, and to be in Paris two days 
later at the time of Mr. Henderson’s visit. Yet the 
main impression left upon him is that of the extraordinary 
complexity of the problem, and of uncertainty as to the 
solution. 

Nevertheless, there are several aspects of the problem 
which merit the most careful consideration. First comes 
the German point of view and, indeed, the whole atmo- 
sphere in Germany immediately prior to the crisis. It 
must be realized that for months past the average 
German has been living in an acute state of strain, and 
that rightly or wrongly he regarded reparations as the 
cause of that strain. To finance reparations transfers the 
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whole German business world has had to concentrate 
upon export trade. German bankers explained to me 
that the arranging of export credits had become their 
primary duty. Business men admitted that they had 
to sell their goods abroad at cut prices and recoup their 
losses in the home market, and they added that they 
no longer regarded their export surplus as a sign of 
strength, but as a sign of weakness. The ordinary man 
pointed to the heavy economic burden the nation was 
carrying, as evidenced by taxation, unemployment, low 
wages, and above all, by the absence of any prospect 
for the individual to carve out a career and for the 
nation to contribute its quota to the progress of the 
world. Finally, one and all emphasized the steady drift 
of the nation towards Communism, not because people 
believed in Communism as such, but because no new 
economic system could be worse than the present system. 

Looking backwards, the weaknesses of the German 
economic and financial systems are apparent. The 
inflation of 1923 left Germany stripped of working 
capital, and when the Dawes Plan came into force the 
export surplus needed to finance transfers could not be 
developed all at once. It is small wonder, then, that to 
fill both these gaps at once, Germany borrowed from 
abroad upon an extensive, nay upon a lavish scale, and 
with Wall Street in those years pressing money upon 
Germany almost beyond her needs, it is small wonder 
that this money was not always spent wisely. For a 
time the position was only one of limited danger, for in 
the years immediately following the Dawes Plan, much 
of this money took the form of long-term loans. During 
the last two or three years, however, the position has 
changed. The supply of long-term loans dried up, with 
the internal American boom of 1928 and the collapse of 
Ig29, and the same collapse produced a plethora of 
short money all over the world. As Germany was 
prepared to pay handsomely for short money, much of 
it gravitated there. 

It is here necessary to turn to the weaknesses of the 
German banking position. With the laudable intention 
of adding to their liquidity, the German banks accepted 
foreign deposits on a large scale and re-invested the 
proceeds in foreign bills and other liquid assets; while 
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they used their home deposits to finance business of a 
less liquid character. On paper, the sum total of these 
operations imparted to their balance sheets a reasonable 
degree of liquidity, and on paper their policy was 
justified, even though their foreign deposits cost them 
more than their corresponding foreign assets earned. 
Reflection clearly shows the weakness of this system, 
for it was as if the banks were divided into two water- 
tight compartments, one 100 per cent. liquid, but ex- 
tremely vulnerable, and the other possessing no liquidity 
at all. The events of this summer have proved beyond 
doubt the justice of this criticism. 

The Reichsbank, too, was ill-equipped to meet a 
crisis, though this was only to a limited extent its fault. 
This is shown by the fact that so soon as the initial 
increase in its rediscount rate to 7 per cent. on June 13 
had proved ineffective, the Reichsbank was in a cleft 
stick. Either it had to restrict credit drastically, or else 
it had to abandon its 40 per cent. note cover. Now 
credit restriction by the Reichsbank means something 
totally different to a similar move by the Bank of 
England. On the one hand there is no open market in 
Berlin, as in London. On the other hand, unlike the 
Bank of England, the Reichsbank has numerous branches 
and is in direct contact with the German people. Be- 
yond narrow limits, credit restriction would have meant 
that the German industrialists would have been cut off 
from the funds that they normally obtain by rediscounting 
direct at the Reichsbank, and not to put too fine a 
point upon it, would have been unable to obtain currency 
to pay the week’s wages. The political repercussions of 
this in a nation already strained to the limits of endurance 
can readily be imagined. 

Against this it was no light matter to abandon the 
40 per cent. ratio. The nation would not have under- 
stood the meaning of such a step, and would have 
regarded it as the first step towards the abyss of in- 
flation, of which it still has recent and bitter memories. 
Here, again, it was necessary to face the political possi- 
bilities of such a step. 

Such was the situation when the Hoover declaration 
came as an unexpected and miraculous gift from the 
gods. For a time it seemed that the position had been 
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saved. The Bourse revived, the outflow of funds was 
checked, and hope appeared in the eyes of everyone one 
met. And then supervened days and weeks of doubt, 
rumour and delay. Looking back again, it is clear that 
this was inevitable. Agreement was needed from the 
governments of many nations. Each government was 
bound hand and foot by its parliament and by public 
opinion at home and each government had to agree and 
compromise upon highly technical details without going 
so far as to invite its defeat and destruction at the hands 
of its own nationals. Reparations in kind, the guarantee 
fund, the service of the reparations loans, all were 
highly technical questions demanding expert thought and 
action. Only autocracy in each country could have 
reached and enforced a swift decision, and the tragedy 
was that from Germany’s standpoint speed was the 
essential factor. 

On the face of it, the immediate problem was a 
simple one, namely, to check the flight of short money 
from Germany, and the economist and banker wished to 
concentrate upon this and to say that everything else 
must wait. England was ready to adopt this view, 
and, indeed, the way in which the City of London has 
stood fast and English bankers have refrained from 
calling in their funds from Central Europe is one of the 
finest pages in our financial history, and is becoming 
recognized as such all over the Continent. In France 
however, it was different. French opinion could not 
forget the losses of the war. It could not avoid con- 
trasting the French effort made successfully to meet her 
financial emergency of 1926 and the current German 
appeals for foreign aid. Uneducated French opinion still 
held that the whole crisis was a “ put-up job”’ to enable 
Germany to escape from her due obligations, and 
educated opinion took only a slightly more lenient view. 
This was that Germany had brought the crisis upon 
herself, first by her reckless borrowing of foreign funds, 
and secondly by her protestations of poverty imme- 
diately prior to the Chequers visit; just as a banker 
who admits to heavy losses must expect an immediate 
run, so Germany could not feel surprised at the flight 
of capital beyond her frontiers, nor ascribe it to any 
other cause, Reparations were held not to be beyond 
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Germany’s capacity, and it was regarded as unreasonable 
that the Young Plan should be torn up almost before 
the ink in which it was written had dried. Finally, 
Germany could not logically combine a plea of poverty 
with a programme of new naval construction. 

These views should be compared with the German 
views already given, and the inconsistencies between 
them noted. They can be summed up by suggesting 
that French opinion has failed to realize the economic 
and psychological strain under which Germany has long 
been labouring, the extreme difficulty with which she 
maintains her export surplus, the precarious position 
of the German government (the naval programme was 
part of the price it has had to pay for its continued 
existence), and the growing feeling of despair in Ger- 
many. France does not believe in the strength of 
Communism in Germany, but a week in Berlin convinced 
the writer to the contrary. 

German opinion has failed to recognize Germany’s 
share in the causes of the crisis, or the weaknesses of her 
position. Most of these have been explained, but it 
does seem strange that Germany did not strive to pre- 
serve foreign confidence in her stability, whatever camou- 
flage was necessary, and whatever the cost. If the 
burden was intolerable, means of relief should have been 
searched for delicately and behind the scenes, and not 
in full view of the public. The Hoover declaration 
should have preceded and not followed any admission 
of poverty. 

Still, it was necessary to deal with facts and opinions 
as they existed, and it was in this atmosphere that 
immediate measures for relief were discussed at the 
B.I.S. board meeting at Basle on July 13. By then 
the position was well-nigh desperate. Relief was needed 
on a scale almost beyond the combined powers of the 
world’s central banks, and the problem was inextricably 
mixed up with political considerations into which bankers 
have neither the desire nor the power to enter. Again, 
no banker at Basle could forget that in a sense he was a 
representative of his nation and that it was difficult for 
him to go against the known views of his government or 
the trend of public opinion at home. 

Bearing in mind these limitations, the representatives 
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of the central banks did well. An immediate rediscount 
credit for the Reichsbank had followed hard on the heels 
of the Hoover declaration, and the only possible criticism 
was that it was not made so large as to place the mark 
in an unassailable position, and so to deter further with- 
drawals of funds. This credit was prolonged at Basle on 
July 13, and the banking world at the same time made 
it clear that it would do its utmost for Germany within 
its proper sphere of action. Granted the feeling of 
tension, almost of despair, prevalent at Basle that 
fateful day, and granted the inevitable difficulty of 
obtaining agreed action from the representatives of so 
many nations, this was all and more than what could be 
expected. Once more the Bank for International Settle- 
ments had triumphantly justified its existence, and had 
shown the vital need in such a world emergency of the 
existence of a common and natural meeting-ground for 
the representatives of the world’s central banks. 

And this is as far as the story can be carried to-day. 
The calm way in which London viewed the situation was 
most striking to the writer on his return from the strained 
atmosphere of Berlin and even of Basle. At the time of 
writing it seemed as if at the eleventh hour the situation 
would be saved, though even so Germany’s colossal gold 
and devisen losses, the closing of the Danatbank, the 
numerous and important business and banking failures, 
and the emergency decrees enforcing a partial mora- 
torium, between them represent a heavy casualty list. 
For the world at large, excluding Germany, who has her 
own lessons to learn, two main lessons have emerged to 
date. 

The first is that to-day the countries of the world 
resemble a party of climbers on the same rope. If one 
member slips, all may be brought down. For this 
reason one thing and one thing only matters to-day, and 
that is to restore Germany’s balance. Everything else, 
such as German battleships, the Austro-German customs 
union, even the future of reparations and debt payments 
can wait, and of those who take the contrary view, it is 
only necessary to ask, ‘‘ Can you envisage with equanimity 
the prospect of a communist Germany ? ”’ 

The second lesson applies to bankers and to other 
financial interests, and it is in no spirit of self-satisfaction 
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that it is added that London has long learned this lesson 
and has scrupulously practised it during the last anxious 
weeks. It is that if a banker desires to enter the field 
of international finance, he must remain there in fair 
and foul weather alike, and must keep conscientiously 
to the middle road, refraining alike from pressing money 
upon a country in times of its prosperity, and from 
recalling his funds when things go awry. There is no 
doubt that foreign bankers were far too ready to thrust 
money upon Germany in the immediate past, and were 
far too quick to withdraw it as soon as a crisis arose. 
To this extent they cannot be acquitted of a share in 
Germany’s current troubles, for no financial centre can 
stand withdrawals of funds amounting to a total of the 
order of {100,000,000 in six short weeks. Such action is 
not only short-sighted from the standpoint of the bankers 
themselves, but it is a betrayal of the duty that banking 
owes to the world. 

This is as far as the story can be carried at present. 
The German crisis has to be resolved, both on its financial 
and political side. The writer’s main purpose to-day is 
to present impartially the different points of view and to 
show the width of the various gaps that have to be 


bridged. 


* .* Since the above account was written, the London Conference 
has met and has made three definite recommendations :— 

(t) That the $100,000,000 rediscount credit, first granted in June 
to the Reichsbank by various central banks acting through the Bank 
for International Settlements and renewed at Basle on July 13, should 
be further renewed at due date for three months. 

(2) That concerted action should be taken by foreign banks and 
financial institutions to maintain credits previously granted by them 
to German houses. 

(3) That the Bank for International Settlements should be invited 
to appoint a committee to inquire into Germany’s immediate further 
credit needs and to study the possibility of converting a portion of 
Germany’s short-term credits into long-term credits. 

The Bank for International Settlements has engaged to carry out 
these recommendations. Meanwhile a new Acceptance and Guarantee 
Bank is being founded in Berlin with the object of consolidating the 
German banking position preparatory to the resumption of normal 
bank operations and the relaxation of the restrictions imposed on 
July 13 after the Danatbank suspension, 
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The Macmillan Report 


O the irreverent mind the eagerly-awaited report 
of the Macmillan Committee on Finance and 
Industry might well suggest the picture of one of 
those inhabitants of the ocean whose bodies are com- 
posed of some gelatinous substance from which project 
a number of prickly feelers, forming the creatures’ 
weapons of attack and defence. The body of the report 
itself, in so far as it is not purely historical and descriptive, 
is pallid and a little lifeless. Vigour of expression and 
precision in judgment and conclusion have clearly 
been sacrificed to the exigency of securing agreement 
between persons representing very divergent opinions. 
The report itself is signed by thirteen of the fourteen 
members; Lord Bradbury being the exception. But, 
while the constructive part of it, containing the conclu- 
sions and recommendations upon which the thirteen are 
agreed, comprises seventy-nine pages, the addenda, 
reservations and memorandum of dissent cover no fewer 
than ninety-one. The proportion is instructive. It 
indicates that, while there is certainly a good deal of 
common ground, there is marked disagreement upon 
many of the more important issues affecting our economic 
and monetary policy. 

So far as many of the more controversial questions 
affecting policy are concerned the report may be expected 
to provide powder and shot for continued hostilities 
between the conflicting schools of financial and fiscal 
opinion rather than to allay differences by the weight 
of its authority. At the same time it should be fully 
conceded that the conclusions of the report itself, 
virtually unanimous, should go a long way to dispel the 
foggy criticism of our monetary system and banking 
policy which was agitating the popular mind when the 
inquiry was set on foot. Nor is this by any means their 
sole value. They will be recognized as marking the 
new phase of monetary theory and banking practice upon 
which we have already entered, but in relation to which 
we have not as yet made the changes in structure that 
are required. For this reason alone the report will 
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occupy a prominent place in the history of British 
banking. 

The whole of Part 1 of the report is devoted to a 
review of the international and internal influences which 
have chiefly determined the economic position of Great 
Britain in recent years. It will probably be judged to 
be very unequal in value. The treatment is of 
necessity often sketchy, and where judgments are implied 
they are frequently suggestive of compromise. Not 
improbably it will come to be regarded as chiefly useful 
for the excellent exposition of the English banking and 
monetary system which it contains. The task of exposi- 
tion has been deliberately undertaken because of the 
wide popular interest that has been aroused in the 
monetary system and its working. It must suffice here 
to lay stress upon one of the main conclusions to be 
drawn from this section of the report. Much popular 
argument has been directed of late in support of the 
view that the function of banking and the control of 
credit should be directly entrusted to a department of 
State. Upon this subject the judgment of the Committee 
is explicit. The two tendencies of Central Bank develop- 
ment are contrasted. The British tradition is to leave 
the Bank free to develop its constitution according to 
changing circumstances with the minimum of State 
interference. The Continental tradition is to subordinate 
the Bank to the organs of State. The former is declared 
to possess “the inherent advantages which an elastic 
structure has over a rigid one.’ The demand for the 
nationalization of banking receives no support whatever. 

Passing to Part 2 of the report, containing the 
conclusions and recommendations accepted by thirteen 
of the fourteen members, the recent working of the gold 
standard is first reviewed. Despite the admitted diffi- 
culties that have attached to its working in the post-war 
period, difficulties that have been felt with special 
severity in this country, the conclusion reached is that in 
the case of Great Britain there is a clear balance of 
advantage to be gained by the retention of that standard. 
It is desirable first and foremost because it is a condition 
for the maintenance of London’s position as an inter- 
national monetary centre with all that this implies, 
directly and indirectly, to the national income. Secondly, 
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“there is, perhaps, no more important object within 
the field of human technique than that the world as 
a whole should achieve a sound and scientific monetary 
system.”” If we abandoned the gold standard the 
prospect of such an achievement would be destroyed. 

One of the prime reasons often advanced in explana- 
tion of our recent difficulties in working the gold standard 
and in maintaining our gold reserves is the great extent 
to which London employs short-term foreign balances, 
exposing our banking system to the risk of a sudden 
and heavy foreign drain. It has been said that we have 
at times pursued to an excessive degree the practice 
of borrowing short and lending long. The Committee 
have taken considerable pains to clarify the position 
by means of statistical information. Figures are given 
of the deposits and sterling bills held in London on foreign 
account. The value of the contrary item of sterling 
bills accepted on toreign account is also given. The 
difference between these two totals is less than was 
anticipated and has been considerably diminished since 
1928. The net lability on March 31 last amounted 
to £254 millions. Unfortunately these statistics fail to 
give a complete statement of London’s short-term 
liability. They take no account of the sterling bills 
held by foreign banks in their own custody, nor of British 
short-term balances held abroad. The Committee might 
have been expected to have obtained this latter figure. 
They do, in fact, recommend that it should be obtained. 
Despite the lack of complete information the conclusion 
is reached that the facts are reassuring, and that “ Great 
Britain’s position as a creditor country remains immensely 
strong.”’ It is, nevertheless, subsequently recommended 
that, in order to avoid unnecessary disturbances to 
internal credit through frequent alterations of Bank rate, 
the Bank of England should have a larger reserve, either 
in gold or gold exchange, with which to meet demands 
to which we are inevitably exposed through our holdings 
of foreign short-term funds. 

Coming to the central fact of the present financial 
situation throughout the world, the fall in the price level, 
the main body of the report is content to register, in 
restrained terms, one general conclusion. The further 
and more controversial questions of policy, as, for 
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“there is, perhaps, no more important object within 
the field of human technique than that the world as 
a whole should achieve a sound and scientific monetary 
system.’’ If we abandoned the gold standard the 
prospect of such an achievement would be destroyed. 

One of the prime reasons often advanced in explana- 
tion of our recent difficulties in working the gold standard 
and in maintaining our gold reserves 1s the great extent 
to which London employs short-term foreign balances, 
exposing our banking system to the risk of a sudden 
and heavy foreign drain. It has been said that we have 
at times pursued to an excessive degree the practice 
of borrowing short and lending long. The Committee 
have taken considerable pains to clarify the position 
by means of statistical information. Figures are given 
of the deposits and sterling bills held in London on foreign 
account. The value of the contrary item of sterling 
bills accepted on toreign account is also given. The 
difference between these two totals is less than was 
anticipated and has been considerably diminished since 
1928. The net liability on March 31 last amounted 
to £254 millions. Unfortunately these statistics fail to 
give a complete statement of London’s short-term 
liability. They take no account of the sterling bills 
held by foreign banks in their own custody, nor of British 
short-term balances held abroad. The Committee might 
have been expected to have obtained this latter figure. 
They do, in fact, recommend that it should be obtained. 
Despite the lack of complete information the conclusion 
is reached that the facts are reassuring, and that “ Great 
Britain’s position as a creditor country remains immensely 
strong.”’ It is, nevertheless, subsequently recommended 
that, in order to avoid unnecessary disturbances to 
internal credit through frequent alterations of Bank rate, 
the Bank of England should have a larger reserve, either 
in gold or gold exchange, with which to meet demands 
to which we are inevitably exposed through our holdings 
of foreign short-term funds. 

Coming to the central fact of the present financial 
situation throughout the world, the fall in the price level, 
the main body of the report is content to register, in 
restrained terms, one general conclusion. The further 
and more controversial questions of policy, as, for 
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instance, the proper and more immediate steps required 
to restore the economic balance in this country which the 
price fall has destroyed, are left for discussion in the 
addenda and reservations. The conclusions as to which 
there is general agreement is that “‘ a large rise towards 
the price level of 1928 is greatly to be desired.” “A 
failure by the Central Banks of the world to attempt to 
redress the fall of prices, in our judgment, would,” 
says the report, ‘endanger the principles on which 
modern economic society is founded, namely, the depend- 
ence of the productive process on the expectation of 
normal profit to individual concerns, and the sanctity 
of contract.” The danger of “ setting loose uncontrollable 
forces which will generate an undesired inflation”’ is 
admitted. At what point the price level should be 
stabilized is left to the practical judgment of the Central 
Banks. But the Committee believe that if the creditor 
countries take the initiative by promoting large foreign 
lending the main object can be attained. A vicious 
circle must first be broken. Falling prices have de- 
stroyed the will to borrow and the will to lend. Con- 
fidence and the basis of sound lending have to be restored. 
To this end the Committee make the following proposals. 
Central Banks should promote confidence in the con- 
tinuance of low short-term money rates. They should 
persuade member banks to reduce the rate of interest 
allowed on deposits in order to drive capital into the 
investment market. Finally, schemes should be con- 
sidered for loans guaranteed by a joint fund to which 
borrowers might contribute a percentage of the sum 
borrowed. As to the precise nature of such schemes 
the Committee refuse to be explicit. 

Leaving the larger problems of the international price 
level and of central banking co-operation the Committee 
next make proposals relating to domestic monetary 
policy. In this section of the report one may detect a 
far more confident tone, and it may be assumed that, 
with the exception of Lord Bradbury, who defends the 
existing régime stoutly and without qualification in 
note of dissent, the changes here recommended received 
the convinced approval of the whole body of members. 
Mr. Cecil Lubbock, it is true, in virtue of his capacity 
as a director of the Bank, refrains from expressly 
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associating himself with recommendations bearing upon 
the actual constitution of the Bank itself. 

The first subject bearing upon our own banking 
system to which the Committee devote attention is the 
question of the fiduciary issue. “‘ The time has come,”’ 
it is said, “‘ for a thorough review and reconsideration of 
the whole matter.’’ It is not difficult to understand the 
importance that is attached to this question. It has an 
immediate bearing upon the problem of increasing the 
amount of gold available for the settlement of foreign 
demands. It is equally important in relation to the 
possible need for a more elastic internal currency and for 
an expansion of internal credit. Moreover, recent develop- 
ments of monetary theory and practice have largely 
undermined the principles which have hitherto governed 
the regulations applicable to the note issue. According 
to the ideas upon which the Bank Charter Act of 1844 
was based, a bank-note is a gold certificate. By treating 
the note as a mere pledge of deposited gold it was supposed 
that the currency system was rendered automatic. 
Over-issue and inflation were equally made impossible. 
An insufficiency of currency internally could not arise 
so long as the gold standard continued to function. 
Such, in brief, was the doctrine of the Currency School 
which inspired the Bank Act, largely reaffirmed as lately 
as 1919 by the Cunliffe Committee. 

With these ideas modern monetary theorists are largely 
out of sympathy, and the reason is to be found to a large 
extent in the altered circumstances to which the banking 
system has to be adapted. Partly because of the disuse 
of gold coin internally, partly because of the greater 
confidence placed in the banks, the need to provide for 
the internal convertibility of the note no longer exists. 
To maintain a gold reserve for this purpose is to immo- 
bilize a large part of the gold available. At holiday 
seasons, as for example last April, when the note circula- 
tion reaches a peak, as much as £120 millions of gold out 
of a total of £145 millions may be immobilized. ‘“‘ We 
cannot regard as satisfactory,” says the report, ‘‘a system 
under which so high a proportion of the gold stock is 
locked up in such a way as not to be available for export 
if the Central Bank should so desire.”” The second 
ground upon which the existing system may be criticized 
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is the fancied necessity to connect the note issue directly 
with the gold reserve for the purpose of regulating the 
supply of credit and currency. Circumstances may 
frequently arise when gold should be allowed to flow 
freely abroad without an accompanying necessity to 
reduce the internal circulation. At the same time, if 
the internal circulation requires to be contracted in order 
to maintain price parity, the necessity will be revealed 
by an analysis of the economic situation. Thus the 
Central Bank is credited with the ability to discriminate 
between the case where an external drain demands 
internal currency contraction and the case where it does 
not. 

The conclusion reached by the Committee is that 
Parliament should empower the Bank of England to 
put into circulation notes to an amount in moderate 
excess of the normal circulation at times of peak require- 
ment. A maximum issue of £400 millions is suggested. 
Against the notes no specific gold holding should be 
maintained, the backing consisting entirely of securities. 
A statutory minimum should, however, be placed upon 
the gold reserve, say of £75 millions, although it is not 
contemplated that the reserve should normally be allowed 
to fall to this figure. It is recommended that the limits 
of the note issue and the gold reserve should be modifiable 
by permission of the Treasury upon application from 
the Bank. It is also proposed that balances with the 
Bank for International Settlements should be allowed, 
at the discretion of the Bank of England, to be reckoned 
as equivalent to gold for the purpose of the reserve. 
Since our total position is held to be now much less 
liquid than formerly, the Bank ought to increase its 
liquid assets to a substantially higher figure. If the 
regulations governing the note issue recommended by 
the Committee are carried out, the present separation of 
the Issue from the Banking Departments would serve 
no purpose and the Committee advises their consolidation. 

The next subject to receive attention is the relation 
of the Bank of England to the joint-stock banks. It 
is a prominent feature of our banking system, distin- 
guishing it, for example, from that of the United States, 
that the joint-stock banks are not required by law to 
maintain minimum balances with the reserve bank. 
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The recommendation is made that the joint-stock banks 
should “‘ aim,” but not be legally required, to maintain 
balances, calculated on the daily average of each three- 
monthly period, of not less than Io per cent. of their 
deposits. Incidentally, it should be said that a severe 
stricture is passed upon the practice of ‘“ window 
dressing.”” The most important conclusion, in respect 
of this part of their subject, is the statement of the 
Committee that “ our leading banks should be expected 
to contribute somewhat more to the strength of the 
Central Institution,” a judgment that will be recognized 
as being entirely in the Goschen tradition. It is also 
stated that, without making precise recommendations, 
the Committee feel that closer co- operation is des sirable 
between the joint-stock banks and the Central Bank. 

A good deal has been heard recently of the need for 
a better qualitative control of credit. The ~~ iS 
considered in the section dealing with “the Capital 
Market for Home Investment.’ The subject raises the 
whole problem of the banks in relation to industry. 
That the present state of things is not entirely satisfactory 
in the eyes of the Committee is evident. ‘“ In any com- 
munity,” it is said, ‘“‘ which wishes to keep in the van of 
progress the financial and industrial worlds should be 
closely integrated through appropriate organizations.”’ 
By implication it may be assumed that, in the opinion 
of the Committee, we lack this integration. The treat- 
ment of this part of the subject is tentative and, no 
doubt intentionally, vague. But at least it is clear that 
the view is taken that our banks are not now equipped 
as they should be for performing effectively their duties 
towards industry. “‘In some respects,” it is stated, 
“the City is more highly organized to provide capital 
to foreign countries than to British industry.” The 
most important specific recommendation in this con- 
nection is that proposing the creation of an organic link 
between the banks and industry. It is suggested that 
the Bankers’ Industrial Development Company should 
be separated from the Bank of England and provided 
with a substantial capital for the purpose of undertaking 
the functions of an industrial bank. It is also advised 
that the co-operation of the big banks is required in 
taking an interest’in the share capital of the institution, 
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The remainder of the report proper is taken up with 
a number of proposals relating to the provision of informa- 
tion, largely statistical, which will contribute to the more 
efficient working of our monetary system. There is no 
need here to refer to these in detail. Nor is there space 
to deal with the extremely interesting and, in many 
cases, highly controversial matter contained in the 
Addenda and in the Memorandum of Dissent submitted 
by Lord Bradbury. It has already been suggested that 
it is in these that many people will take the chief interest. 
Even so, the recommendations which have received the 
full authority of the Committee are sufficiently important 
to justify the conclusion that they should provide the 
impetus for carrying out a number of reforms that should 
add greatly to the efficiency of our monetary and banking 
system. 


The June Bank Balance Sheets 


sk balance sheets of the leading British banks, 
dated June 30, 1931, throw some light upon how 
the continuance of cheap money and depressed 
trade has affected the banking world. Beginning with 
bank resources, deposits in most cases are lower than a 
year ago, the chief exception being a slight increase in 
the case of Barclays Bank. The contraction is most 
noticeable in the accounts of the National Provincial and 
Westminster Banks among the “ big five ’’ and in those 
of Martins Bank among the remainder. Full details are 
to be found in the first of the two tables, but one general 
observation may be permissible. It is that bad trade is 
very liable to lead to an increase in bank deposits, if only 
because bad trade means idle money. The decrease in 
deposits, therefore, means one of two things. Either the 
banks, with the low interest rates that they are obliged to 
offer under present monetary conditions, are feeling the 
effects of competition from savings banks and building 
societies with their more attractive rates; or else there 
has been a definite contraction in the nation’s credit fund, 
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correlated perchance with the year’s fall in prices, but 
arising not so much from national monetary or central 
bank policy as from the fact that the demand for credit, 
as represented by bank advances, has been reduced by 
the trade depression. 


Money at 
Call and 
Short Notice 


Cash and 


Deposits, etc. Balances 


1930 | 1931 | 1930 | 1931 | 1930 | 1931 








£{mn. | {mn. | {mn. | {mn. | {mn. | {mn. 


Barclays wi -. | 338°8 | 342°4 | 55°3 | 56°3 | 24°3 | 22°7 
Lloyds .. w -» | 352°9 | 348-8 | 53-6 | 49°8 | 30-9 | 31°9 
Midland ous .. | 382°0 | 379°I | 55°3 | 55°0 | 22°6 | 19°3 
National Provincial .. | 276-6 | 266-9 | 39°5 | 36°3 | 18-2 | 17°6 
Westminster .. -» | 295°7 | 279°5 | 40°7 | 38°9 | 27°5 | 20°5 
Coutts .. oT wi IS°r | 17°51] 2°71) 2°51 FO] 2°4 
Glyn, Mills... as 32°4 | 32°8| 6:2] 6°7] 4°5] 5°12 
Martins én o 77°4| 74°9|1I'7]} 99] 5°7] 7°76 
District 50°2 | 50°0] 6:0] 6:2] 5:0] 4-2 
Manchester and ‘County 17*4| 16:9] 3°2] 3:2 . ” 

Williams Deacon’s .. | 31°5 | 30°0 | 4:2| 4°74] 2:8] 3:2 
Yorkshire Penny Bank | 28-8 | 29-3] I1-4| g:I . . 


* Included in cash and balances. 


Nevertheless, as the first table shows, many of 
the banks have suffered a slight depletion of their cash 
resources, proportionate in many cases to the reduction 
in their deposits, and this suggests that any contraction 
in credit has struck deeper than the first line as 
represented by commercial bank deposits and advances. 
Changes in call money count for little, for money lent at 
call consists mainly of the banks’ margin between their 
incomings and outgoings, and like most narrow and 
consequential margins obeys no definite law. The assets 
given in detail in the second table require, however, more 
careful consideration. 

The contraction in advances has already been 
mentioned. When trade is bad and prices have fallen, 
traders need less accommodation than in more prosperous 
times, while bankers in their turn have to exercise 
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greater circumspection. A further, and from the 
banker’s standpoint a more satisfactory, cause of the 
contraction may be the gradual thawing out of old 
frozen loans, but in the absence of definite evidence, this 
suggestion must be accepted with great care. Be the 
cause what it may, there is no doubt that the most 
remunerative asset of the commercial banks has once 
more undergone a serious contraction. 





Investments 
(excluding 
those in 
other banks) 


Discounts Advances 




















1930 | I93I | 1930 | 1931 | 1930 | 1931 

f{mn. | {mn. | £mn. | {mn. |} {mn. | {mn. 
Barclays aa -- | 45°2 | 43°8 | 52°7 | 58-6 | 174°1 | 173°7 
Lloyds .. a -- | 44°8 | 44°6 | 40°7 | 54°1 | 185-9 | 172°3 
Midland a .. | 64°4 | 80-0 | 33-9 | 32°9 | 216°5 | 202-2 
National Provincial .. | 40°6 | 38-5 | 32°5 | 36°6 | 155-9 | 147°9 
Westminster .. -- | 55°9 | 44°I | 37°9 | 53°8 | 144°2 | 132°3 
Coutts .. 7 “i I'l | I1°7] 3°8| 4:0] I0°5 8-4 
Glyn, Mills... “a 0-9] O'6}] 7:2] 69] 14°7] 14°7 
Martins ei 7” 4°06 | 5°I | 17°0| 19°5 | 42:0 | 36°3 
District na as 5°4 3°4 | 14-9 | 18-8 22°3 20:8 
Manchester and County O°5 O°4 4°2 5°0 II°2 I0°5 
Williams Deacon’s .. Ia E3 | G4 7°6 | 19:0 15°4 
Yorkshire Penny Bank | 0-8] 1-0 | 13-7 | 16-2 4°3 4°3 


Previous balance sheets of the depression era have 
shown that contractions in advances have been off-set 
by expansions in discounts and investments, with the 
net result that the banks have exchanged a more for a 
less remunerative form of investment. On this occasion 
a few of the banks have not even that consolation, for 
the contraction in advances is balanced by the contraction 
in deposits, so that discounts and investments have 
perforce remained unchanged. In other accounts, 
fortunately, the previous tendency still prevails, typical 
cases being the increase in Lloyds Bank’s investments 
and in the Midland Bank’s discounts. 

It is not the custom of the banks to publish any 
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profit and loss figures at this season of the year, but 
it is ominous that the majority of the clearing banks 
have announced reductions in their interim dividends. 
The extent of these is revealed in the following table, 
which also gives the total dividends for the years 1929 
and 1930. In each case the dividend relates to the 
principal class of shares :— 





1929 1930 193! 
Total Interim Total Interim 
% % 
Per Per 
% Annum % Annum 
Barclays‘‘“B”’ .. 7 14 14 14 14 
Lloyds “A” a “a 16% 16% 15 134 
Midland .. os is 18 18 18 16 
National Provincial ne 18 18 18 16 
Westminster (£4) .. - 20 20 20 18 
Martins a 7 16 16 16 14 
District .. ws on 184 184 184 16% 
Manchester and County .. 16} 15 15 15 
Williams Deacon’s ‘‘A’’.. 13} 12 124 12} 








The analysis of the half-year’s accounts given above 
contains many reasons why bank earnings should have 
undergone a further decline, and there is no doubt that 
those responsible for the direction and management of 
the banks have taken the only prudent action. It is 
true that discounts have been slightly more profitable 
this year than they were last autumn, while the big 
reduction in money rates which occurred last year is 
now sufficiently remote to have evened out such unfavour- 
able discrepancies between rates payable on fixed deposits 
and rates earned on discounts and call money as existed 
during and immediately after last year’s rapid decline 
in money rates. These factors, however, are of but 
minor assistance to the banks, and with the end of the 
depression not yet in sight, the banks were very wise to 
conserve their resources. 

Another question undoubtedly being debated to-day 
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in the City of London is the effect of the German crisis 
upon the strength and earnings of British financial 
institutions. On the first news of the Danatbank 
suspension and the proclamation of a virtual moratorium 
in Germany, it was suggested on the Continent that so 
much British money would be immobilized in Germany 
as to cause serious inconvenience, if not actual difficulties, 
in the City of London. Clearly the situation calls for 
careful treatment. British houses that have accepted bills 
on behalf of German clients may have to meet these 
bills out of their own resources, renewing the credits 
under which they are drawn, virtually as the only course 
of action open to them. It is possible to envisage the 
development of a situation which could involve not only 
the acceptors of these bills but also their holders, or in 
other words, most of the various elements in the London 
money market: and of course such a situation did arise 
and had to be dealt with in 1914. On the other hand, 
there is every indication that in spite of the crisis, matters 
in Germany will be so arranged as to meet this particular 
exigency of bills drawn on and discounted in London 
under German credits, and in any event it is almost 
inconceivable that the London money market with its 
traditions and experience should have ventured a 
dangerous proportion of its resources in Germany or 
any other centre. It was noticeable that the fears 
expressed upon the Continent were at once scouted in 
London, and that the atmosphere was calmer than in 
any other centre. The Bank’s decision, too, on July 16, 
not to raise its rate was also an obvious sign that the 
situation was well in hand and that no difficulties need 
be apprehended, and the reversal of that decision a week 
later probably meant nothing more than that the Bank 
had been forced to raise its rate by the previous rise in 
market discount rates. 

Still, British financial interests have undoubtedly 
suffered some losses through failures and suspensions on 
the Continent, and a German break-down would, with 
equal certainty, involve London in further losses and 
considerable inconvenience, accentuated by the fact that, 
unlike less experienced and responsible centres, London 
refrained from withdrawing funds from Germany when 
the crisis first developed. This is clearly an occasion 
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when the City of London must be zealous in conserving 
its resources, and this is an additional and most potent 
argument in favour of the reductions in the leading bank 
interim dividends that have just been announced. 











NoTE.—Owtng to the publication of the Macmillan 
Report the third article in the series on British Banking 
Inquiries 1s held over. 





The Risks of the Paying Banker 
Slingsby v. The District Bank 


F the cases more recently decided in the Courts, and 
C ) irectiy affecting bankers and their practice, very 
few have been concerned with risks run by the 
banker viewed as a paying banker. But the case of 
Slingsby and Others v. District Bank, Limited (Manchester), 
makes up for that deficiency by its importance as touching 
matters of close interest to the banking world. The case 
occupied four days in the King’s Bench Division, and 
Mr. Justice Wright gave his judgment on July 15. 
Our readers may recall that there have been two cases 
already determined arising out of the frauds of a Man- 
chester solicitor committed in the course of his employment 
by Mrs. Slingsby and her three co-executors. Those two 
previous cases were brought against the Westminster 
Bank, Ltd., and were noted in the issue of THE BANKER 
for last December (Vol. XVI, No. 59), having been tried 
by Mr. Justice Finlay at Manchester Assizes in the 
winter of 1930. Both were decided in favour of the bank. 
The one was of importance as establishing the right of 
a bank’s protection in the payment of War Loan Warrants 
as Dividend Warrants. The other was against the same 
bank as a collecting bank in respect of a cheque for 
£5,000 fraudulently altered and indorsed by the dishonest 
solicitor—one James Cumberbirch, who afterwards ab- 
sconded—and drawn by the executors. 
In that case the Westminster Bank successfully 
claimed the protection of section 82 of the Bills of 
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Exchange Act. Now, in respect of the same transaction 
and on the same facts the executors, having failed 
against the collecting bank, have succeeded in an action 
against their own bankers—The District Bank—as payers 
of the fraudulently used cheque. 

In this last action, just decided, a number of most 
important and interesting questions affecting the paying 
banker have been discussed. Their importance will be 
realized by prefacing our detailed consideration of the 
case by a brief summary of the points decided by 
Mr. Justice Wright. He has held that where a cheque 
purporting to be drawn in the form “‘ Pay A.B., per X,”’ 
was indorsed by X simpliciter, the indorsement, though 
possibly convenient in practice, was not in accordance 
with the mandate, and the bank could not rely on 
sections 60 or 80 of the Bills of Exchange Act, 1882, 
when X misappropriated the proceeds. He further held 
that a customer of a bank was not under a duty to 
anticipate the possibility of a fraudulent addition to the 
description of the payee, and that it was not a breach 
of duty to leave a space between the name of the payee 
and the words “ or Order.” Since the alteration of the 
payee’s description amounted to forgery it could not be 
within any actual or ostensible authority of an agent, 
and did not come within the doctrine that the principal 
was liable for the fraud of the agent, acting within his 
authority, though solely for his (the agent’s) own benefit 
and not that of the principal. 

As we shall see, these questions raise considerable 
argument, and it is not surprising that the bank has 
applied and obtained a stay of execution with a view 
to appeal in order that such obviously urgent questions 
affecting paying banks may be further considered. 

The salient facts, as summarized from a transcript 
of the judgment of the learned judge, are these. The 
plaintiffs (Mrs. Slingsby and Others) were executors and 
as such had an account with the defendant bank. They 
employed a well-known firm of solicitors, Messrs. Cumber- 
birch and Potts, the acting partner being James Cumber- 
birch who, until the trouble now litigated arose, was a 
man of good reputation in his profession. On December 4, 
1929, the plaintiffs decided to invest £5,000 of the estate 
in War Loan, and by their instructions a cheque was 
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drawn on the defendant bank for that amount by 
Cumberbirch in his own handwriting in favour of a 
firm of London stockbrokers, ‘‘ John Prust & Co.” with 
the intention that it was to be used for purchase of that 
stock. Thereupon three of the executors at once signed 
it and Mrs. Slingsby did so the next day. When signed 
by the executors as drawers the cheque was payable 
to “‘ John Prust & Co.”” Then came a space and then 
the ordinary printed words “ or Order.’’ In that condi- 
tion it was handed to Cumberbirch to forward to Prust 
& Co. and instruct them to buy the War Loan. Instead 
of doing so, however, Cumberbirch altered the cheque by 
writing in the space left before the words “ or Order ”’ 
the words ‘“ per Cumberbirch and Potts.”’ Then, as 
altered, the whole of the filling in of the cheque save 
the drawers’ signatures was in the handwriting of Cum- 
berbirch. None of the executors, of course, knew of, 
or authorized this alteration. 

Having made the alteration the dishonest Cumber- 
birch took the cheque that afternoon (December 5) 
to the Westminster Bank at Manchester, filled in a 
paying-in slip, signing it ‘‘ Jas. Cumberbirch,’’ indorsed 
the cheque ‘‘Cumberbirch and Potts,’ and paid it 
into the account of a company, the Palatine Industrial 
Finance Co., Ltd., of which he was chairman, and to 
which he was indebted, as being a payment on his own 
private account. The Westminster Bank took the 
cheque so indorsed and credited the company with the 
amount and the company drew against it. The cheque 
being passed through the Manchester Clearing was in 
due course debited to the plaintiffs’ executors’ account 
at the District Bank on whom it was drawn. Needless 
to say Prust and Co. never got any instructions, nor the 
cheque, and knew nothing of the transaction. The 
plaintiffs, having employed their solicitor to carry 
through the transaction, naturally imagined it had gone 
through according to arrangement, and it was not until 
about March, 1930, that Cumberbirch’s roguery came 
to light. 

Thereupon the executors as true owners of the 
cheque, launched an action against the Westminster Bank 
claiming that by collecting its amount they had wrong- 
fully converted it. This action, as we have pointed out 
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above, came before Mr. Justice Finlay, who held the 
bank protected on grounds that may be right or wrong 
but at least held good, as the decision in favour of the 
bank was not appealed. In our issue for last December 
this decision is reported. But in March, 1931, the 
executors commenced a second action, this time against 
the District Bank, the paying bankers, claiming to be 
relieved of the debit of the £5,000 and alleged wrongful 
conversion of that amount. There were two obvious 
grounds on which this action might be sustained : (1) That 
the alteration by Cumberbirch after the cheque was 
drawn was a material alteration within section 64 (1) 
of the Bills of Exchange Act; and, (2) That the actual 
indorsement was not a good and proper indorsement. 
Just as obviously the defendant bank relied on sections 60 
and 80 of the Bills of Exchange as protecting them. 
Mr. Justice Wright first dealt with the case excluding 
the question of alteration and on the point as to whether, 
even as the cheque in its altered state stood, it justified 
the defendant bank in paying on it, indorsed as it was. 
Here he came face to face with a body of evidence as to 
banking practice which he did not accept as to whether 
or not the indorsement was a proper one. The banking 
witnesses stated that cheques were sometimes drawn in 
the form ‘Pay A.B. per X,” but only in a limited 
number of cases :—‘‘ It is mainly so used for the collection 
of dividends by a bank for its customers, but less fre- 
quently when an agent is intended to receive money for 
his principal; for instance, when a solicitor requiring 
money to accept completion of a conveyance for his 
client, receives a cheque payable to the client ‘ per’ the 
solicitor : or, again, payment to the agents of an under- 
writing syndicate, or collectors for overseers, or of agents 
to collect payment against bills of lading.” In all these 
cases the intention clearly is that payment is to be made 
to A.B. but through the instrumentality of X in a repre- 
sentative capacity as agent or trustee. The judge 
further found that the banking witnesses stated that the 
entire number of cheques so drawn was only a fraction 
of one per cent. of all cheques dealt with, and of these 
the;most numerous class was that of dividends paid 


through a bank. 
But in such cases the bankers called said that in 
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their experience the cheques were indorsed not ‘“ A.B. 
per X ” but simply “ X,” though it is clear that according 
to general rule the indorsement should correspond with 
the description of the payee. ‘‘ It would seem proper,” 
said the judge, “that the intention indicated on the 
face of the cheque that X should receive for A.B. should 
be reiterated in the indorsement.’”’ It so happens that 
this view of the judge is in conformity with the opinions 
expressed in the publications of the Institute of Bankers, 
and at the trial the bank witnesses were confronted with 
these opinions as indicating that, whatever the practice 
may be in some quarters, it is not a universally accepted 
right view that an indorsement by X alone is sufficient 
or in order. The learned judge appears to have relied 
very much on these counter opinions, and cites with 
approval the view that if the practice is becoming such 
that anything short of the full indorsement “‘ A.B. per X ”’ 
is in use, “ it is advisable that the older and safer practice 
(i.e. a full indorsement corresponding to the description 
of the payee on the face of the cheque) should once again 
be established.”” The judge came to the conclusion that 
the indorsement “‘ Cumberbirch and Potts” (i.e. X, the 
agent) alone could not be justified in law. He held that 
“the defendant bank had no right to pay except under an 
indorsement corresponding to the mandate expressed on 
the cheque, which I am for the purpose of this opinion 
assuming was drawn in the form in which it now appears.” 
If he was right in that opinion, then the bank could 
not claim to have discharged it in accordance with the 
mandate. 

But, then, what of the protection of sections 60 and 80 ? 
There is, of course, a difference between the two sections. 
Section 60 has nothing about negligence in it, but protects 
a banker paying a cheque in good faith and “in the 
ordinary course of business ’’ even though the indorsement 
be forged or without authority. True, the indorsement 
was fraudulent and a forgery, and it was just as certain 
that the paying bankers acted in good faith. But did 
they pay it ‘‘in the ordinary course of business’ which 
they claimed to have done in view of the practice deposed 
to by their witnesses? The judge said, No. ‘I do not 
think the words ‘ in the ordinary course of business ’ cover 
a departure from the terms of the mandate appearing 
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on the face of the cheque or a failure to exact a correct 
indorsement.”’ Then, taking section 80 where in paying 
a crossed cheque a banker may be protected if he pay 
in good faith and “ without negligence ’’—the judge held 
that to pay on an improper indorsement was fatal to the 
protection in that it was not acting “‘ without negligence.” 

In this connection, of the importance of indorsement, 
it is interesting to note that Sir John Paget, K.C., one 
of the recognized authorities on banking, has always 
emphasized the correctness of indorsement as being one 
of the matters very much in point when considering 
the application of these bankers’ protection sections 
of the Bills of Exchange Act, and inveighs against the 
one-time ‘superstition that the paying banker was 
not concerned with the indorsement on an order cheque.” 

Having dealt with the case on the mere question of 
indorsement and ignoring the fact that as presented for 
payment the cheque had in fact been altered, Mr. Justice 
Wright next turned to this question of Cumberbirch’s 
alteration of the payee by inserting the words “ per 
Cumberbirch and Potts.”” He held that alteration to be 
a forgery: for Cumberbirch, in fact, thereby made a 
false document in order that it might be used as genuine, 
and by means of a material alteration within the Forgery 
Act, 1913. He also held the alteration to be a material 
one within section 64 of the Bills of Exchange Act—being 
an alteration ‘‘ which changed, as I hold, the nature of the 
mandate in an essential particular, namely, the description 
of the payee.’”’ This is, whatever else may be open to 
argument, surely a right view to take, even on the view 
of the defendants themselves, for their view was that it 
made an indorsement by ‘“‘ Cumberbirch and Potts ”’ 
effective without “ Prust & Co.” at all. It was clearly 
a material alteration and none the less so because altera- 
tion of payee is not one of those material alterations 
particularly mentioned in section 64 (2), which list is not 
exhaustive. Nor could there be a question of holder in 
due course so as to allow the protection of the proviso 
to subsection (1) of that section. Hence the cheque was 
avoided by the alteration. Equally, section 60 and 
section 80 are inapplicable to such a case. 

So far, therefore, the judgment was against the con- 
tentions of the bank. There remained, however, two 
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contentions that were set up as a defence to the claim of 
the plaintiffs, which were decidedly ingenious. First, 
the bank contended that the alteration of the cheque 
was due to a breach of duty by the executors as customers 
towards them in drawing the cheque in such a way as 
to facilitate the fraud. That is to say, when they signed 
a cheque payable to ‘‘ John Prust & Co.” with a blank 
space between the words and “ or order ”’ with no blocking 
line, they drew it negligently within the principle finally 
established by London Joint Stock Bank v. Macmillan 
(1918) Appeal Cases. That, our readers will remember, 
was the last of the “‘ raised cheque ”’ cases and put an end 
to any uncertainty of judicial opinion, that customers 
of a bank in drawing a cheque owe a special duty to 
the bank not to draw it negligently so as to facilitate 
fraud. Young v. Grote, and the same class of case 
leading up to Macmillan’s case, it is true, were concerned 
with raising by fraud the amount of a cheque, but now it 
was sought to say that it is in principle the same with 
any other material part of the cheque. The principle 
was considered in Lord Justice Atkin’s summary of 
the implied contract between banker and customer in 
Joachimson’s case, and it was said to be a part of the 
contract that the customer should draw his mandate with 
due regard to his reasonable duty to the banker. 

In the present case, however, it was not an instance 
of leaving a space to the left of the figures or the words 
expressing the amount—well-known risks as to which 
most banks insert a warning in the cheque books they 
issue. Here it was a space between the payee’s name 
and the words “ or order.” Is that covered by the same 
principle? Mr. Justice Wright thinks it is not so covered. 
He puts the case as whether there was neglect of reasonable 
precautions, and he pointed out that such a space is not 
unusual. He said: “ In 22 cheques drawn up in Cum- 
berbirch’s writing and signed by the plaintiffs there was 
such a space: in eight cases Cumberbirch himself had 
put a dash (i.e. a blocking line) in the space. No one 
could reasonably, as I think, be expected to anticipate 
such an alteration. Of the four plaintiffs, three were 
business men, but they had never heard of such a form 
of describing the payee; it cannot be known to many 
people outside the bankers who occasionally have to 
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deal with it, and then mainly in the form of dividend 
cheques.” Hence he found that there was no breach of 
duty by the plaintiffs in leaving the cheque in the hands 
of Cumberbirch with such a space. 

It will be interesting to see, if, as we think is to be 
the case, there is an appeal, how other judges will 
regard such a contention as that set up by the District 
Bank. What is the general experience of bankers on 
this point ? The Courts have more than once discussed 
indirectly the question as regards bills other than cheques. 
But Mr. Justice Wright dealt with the matter strictly 
as between banker and customer in regard to cheques. 
And as regards that, the suggestion of the District Bank’s 
counsel is quite novel. Lord Atkin’s statement of the 
rule for the customer in Joachimson’s case is very 
generally expressed : ‘‘ The customer, on his part, under- 
takes to exercise reasonable care in executing his written 
orders so as not to mislead the bank or to facilitate forgery.” 
Mr. Justice Wright’s decision is that in the actual facts 
of the case before him there was no absence of “‘ reasonable 
care’’ as to contribute any breach of contractual duty 
towards the bank. 

The second point of the two remaining defences taken 
by the defendant bank was that on the authority of 
Lloyd v. Grace Smith & Co. (1912) Appeal Cases the plain- 
tiffs could not be heard to complain of their agent’s fraud. 
That case established broadly that a principal is liable 
for the fraud of his agent acting within the scope of his 
authority, even though it is done solely for the agent’s 
benefit and not at all for the principal’s benefit. There 
a solicitor’s clerk, held out to do business by his 
principal, fraudulently induced a woman to sign deeds 
thinking she was selling her property when she was 
actually conveying it to the fraudulent clerk. The 
solicitor, although quite innocent in the matter, was 
held liable for the acts of his clerk who had perpetrated 
the fraud for his own sole benefit, but when acting in the 
scope of his employment. Mr. Justice Wright differen- 
tiated such a case from this one where Cumberbirch was 
acting in pursuance of a limited duty in sending the 
cheque to the brokers. After obtaining the executors’ 
signatures ‘‘ He had no discretionary powers, his functions 
were merely ministerial; nor in what he did was he 
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apparently acting within the scope of his authority 
either actual or ostensible.’’ The judge also points out 
that if Lloyd v. Grace Smith applied to such a case as 
this it might also have been relied on in Macmillan’s 
case (which was later), but it was not. That and the 
other like case did not turn on a principal’s liability for an 
agent’s fraud, but on negligence or breach of contractual 
duty towards the banker. 

There was, however, a further ground on which 
Mr. Justice Wright held that the drawers could not 
be held liable as principals for the fraud of their agent 
which was an act of forgery—namely, the principle laid 
down in Rubens v. Great Fingall Consolidated (1906) 
Appeal Cases, and, more recently, in Kreditbank Cassel 
v. Schenkers (1927) King’s Bench. In both of those cases 
the question was whether certain documents were binding 
on companies on the principle that outsiders were entitled 
to assume that matters of indoor management were in 
order, and it was held that when forgery intervened, 
so that the document was void and a nullity owing to its 
being forged that principle did not apply. Mr. Justice 
Wright thought that on a similar line of reasoning it 
could not be said that any ostensible authority of 
Cumberbirch as agent of the executors could be relied 
upon where he had forged the altered cheque. 

On all these grounds, therefore, the learned judge 
decided against the bank, and held the executors to be 
entitled to be re-credited with the £5,000. And as it is 
to be expected that the case will go further, it is perhaps 
as well to resist the temptation to venture here to discuss 
in detail the points of the judgment. In any event, the 
present decision is of considerable moment to bankers, 
particularly as to the much discussed mode of indorsement 
apparently acted upon for many decades by some banks 
as regards cheques drawn in a similar form. Where 
banking opinion itself is divided as to the usual and 
proper practice, it is difficult to see how the courts can 
give effect to any one view as “in the ordinary course 
of business” if it be a departure from the ordinary rule 
applicable to indorsements as corresponding with the 
description of the payee. Nor is it easy to see how the 
alteration actually made is other than “ material” in 
the meaning of section 64. But it is only fair to conclude 
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our observations by reminding our readers that, neces- 
sarily, we have had to give but a bare sketch of the 
judgment, and have had to omit a reference to the power- 
ful and able arguments addressed to the judge on both 
sides. It is only right to say that one cannot appreciate 
the strength of the arguments on the part of the bank 
without such copious extracts from the transcript of the 
proceedings—both evidence and arguments—as space 
will not permit of. Of one thing we may be sure, that 
on appeal, as heretofore, both parties will be strongly 
represented by able counsel so that the decision of the 
Court may be counted on as well-informed, although it 
would seem unlikely that the judgment will be interfered 
with. 


Banking Appointments and 
Retirements 


Barclays Bank. 


Mr. A. W. Tuke and Mr. N. S. Jones have been 
appointed additional General Managers. Born in 1897, 
Mr. Tuke was educated at Winchester, and first joined 
the bank in I919. In 1923 he was appointed local 
Director for the Luton district, which position he is 
now relinquishing. He served in the Cameronians during 
the war. 

Mr. N. S. Jones is 47 years of age and was educated 
at Magdalen College School, Brackley. Mr. Jones 
joined the London and South Western Bank in 1g00 and 
was transferred to the Head Office in 1905. For a 
number of years he was engaged upon inspection duties, 
and in 1920 he was appointed an Inspector in Barclays 
Bank. He became Metropolitan Manager in May, 1924, 
and General Manager’s assistant in the December of 
the following year, while in January, 1927, he was 
appointed Assistant General Manager. His appointment 
to the position of General Manager took place on 
July 1, 1931. 
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North of Scotland Bank. 


Mr. William S. Lunan has retired from the position of 
Agent, Northern Branch, Aberdeen, under the Bank’s 
superannuation scheme after 48 years’ service. Born in 
1866, Mr. Lunan was educated at Robert Coldon’s 
Hospital, Aberdeen, and first entered the bank in 1883. 
He has held various positions in branches of the bank 
since and has been Agent at Aberdeen since 1914. Apart 
from his activities in the bank he is a member of 
the Aberdeen Education Authority, now the Education 
Committee of the Aberdeen Town Council. His recrea- 
tions are walking and bowls. 

Mr. John Gillespie has been appointed Agent of the 
Northern Branch, Aberdeen, in succession to Mr. Lunan. 
Born in 1891, he first entered the North of Scotland Bank, 
Aberdeen, in 1908, where he remained until he became 
an Inspector of Branches in 1922. He relinquishes this 
post to take up his new position in Aberdeen. Mr. 
Gillespie has been a member of the Institute of Bankers 
in Scotland since 1912. His outdoor amusements are 
walking, golf and fishing. 

Mr. Alexander Clubb has been appointed Inspector 
of Branches in succession to Mr. Gillespie. 


Williams Deacon’s Bank. 


It is with great regret that we learn of the resignation 
of Mr. R. T. Hindley, owing to ill-health, from the position 
of General Manager of the bank, a post he has occupied 
for the last sixteen years. Mr. Hindley was educated 
at the Manchester Grammar School and entered the service 
of the Bank over forty years ago. He was moved to 
the London Office in 1903, and a few years later he 
became Sub-Manager at that office, quickly succeeding 
to the post of Manager. He became General Manager 
in 1915. For many years, Mr. Hindley has been the 
Treasurer of the Manchester City Mission, and last year 
in addition to continuing in that office, also became its 
Chairman. He is a co-optative Governor of the 
Manchester Grammar School, being one of the few Old 
Mancunians who have achieved this distinction. He is 
also a Member of the Executive of the Joint Committee 
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of Cotton Trade Organizations and the Cotton Trade 
Statistical Bureau. 

Mr. Harold Bradburn and Mr. Richard Dobson 
have been appointed General Managers of the bank to 
fill the vacancy thus caused. 


International Banking Review 
THE BANK FOR INTERNATIONAL SETTLEMENTS 


HE past month was of supreme importance in the 
life of the Bank for International Settlements. 
While during the first twelve months of its exist- 
ence its activities were mainly routine work, the Central- 
European crisis that began in May and reached its climax 
in July provided an opportunity for the bank to prove 
its worth in emergency. In the first place, it was called 
upon to support the Austrian National Bank in con- 
nection with the Creditanstalt affair. Together with a 
group of central banks, a credit of 100 million schillings 
was arranged, and was subsequently increased to 
200 million. In June, in association with a group of 
central banks, a credit of $20 millions was granted to the 
Hungarian National Bank, so as to assist that institution 
in connection with the withdrawal of funds from the 
Hungarian General Credit Bank. Almost at the same 
time, it has become necessary to support the Reichsbank, 
and, together with the Bank of England, the Federal 
Reserve Bank of New York, and the Bank of France, a 
short-term credit of $100 millions has been arranged, in 
which the Bank for International Settlements participated 
to the extent of $25 millions. This credit was renewed 
on July 13 for a further period. 


UNITED STATES 


The banking crisis in Central Europe has had no 
repercussions so far upon the banking situation in the 
United States. Although it is understood that a number 
of American banks are heavily involved in the Creditan- 
stalt and the Amstelbank, and that their commitments 
in Germany are substantial, the difficulties of Austrian 


| 


i J. ee. | | ad 


aS aS Se 


' oo a, 


we 


Sn ene peer om ee ~ 


INTERNATIONAL REVIEW 123 


and German banks did not cause any embarrassment to 
any of them. Since the wholesale failure of small 
Chicago banks in June, the number and extent of sus- 
pensions has been normal. There were also a few sus- 
pensions in other cities of Illinois as well as in other 
States of the Middle West and the South, the most 
important of them being that of the Security Home 
Trust Co., Toledo, Ohio, with deposits of $33,703,000. 


FRANCE 

As a result of the international crisis, the gold stock 
of the Bank of France underwent a considerable increase. 
A great part of the gold exported by the Reichsbank was 
dispatched to Paris, while the weakness of sterling caused 
by withdrawals of French funds brought about an influx 
of gold from London. The public have so far remained 
calm, but the banks have considered it advisable to 
increase their liquidity, for fear that the events of 
December, 1930, might repeat themselves. 

The half-yearly dividend of the Bank of France has 
been fixed at 235f., or roof. lower than for the first half 
of 1930, and 5o0f. lower than for the second half of 1930. 
As the Bank of France is the only French bank to 
announce a half-yearly dividend its announcement is 
always regarded as an important index of banking 
profits in general for the current year. The announce- 
ment of the reduction did not cause on this occasion any 
substantial falls in the prices of bank shares, as a 
reduction was generally anticipated. 

It is announced that Louis Dreyfus & Co., Paris, will 
assume control of the new company which has taken 
over the Banque Adam. The capital has been fixed 
provisionally at 50,000,000f., of which 10,000,000f. will 
be taken up at par by Louis Dreyfus & Co. 

The net earnings of the Société Francaise de Banque 
et de Dépdts for the business year ended March 31, 1931, 
amounted to 6,026,000f., against 7,233,000f. for the 
previous business year. The dividend remains 4of. per 
share. The Banque de Madagascar earned a net profit 
of 840,o00f. in 1930, against 1,466,o0of. in 1929. The 
net profits of the Banca Commerciale Italiana (France) 
S.A., the French subsidiary of the Banca Commerciale 
Italiana, was 1 million francs, against 1-17 millions in 
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1929. The dividend has been reduced from Io per cent. 
to 8 per cent. 

The Strasbourg Law Courts approved the settlement 
concluded by the Banque Bintz with its creditors. It is 
believed that the bank will be reconstructed under the 
name of Banque Régionale d’Alsace. 


GERMANY 


On July 13 the Darmstaedter und Nationalbank 
suspended payments, as a result of the persistent with- 
drawal of deposits and of the cutting of foreign credits. 
Its difficulties were largely the result of the general 
feeling of distrust against Germany, though the failure 
of the ‘‘ Nordwolle,”’ in which the bank is heavily involved, 
has accentuated the run of depositors. In order to 
avoid a general run on German banks, the Government 
ordered all banks to remain closed until July 16, when 
they were allowed to make payments on a restricted 
scale. The Government has undertaken to guarantee 
the liabilities of the Darmstaedter und Nationalbank. It 
guarantees to pay the bank’s liabilities in respect of 
savings accounts, current accounts, all sums entered in 
the bank’s books as creditors, and the bank’s own 
acceptances. The liability of the Government does not 
cover sums covered by counterclaims of the bank against 
its creditors. The State does not guarantee liabilities 
incurred by the responsible partners in the bank, nor 
liabilities incurred by enterprises dependent on the 
bank. Trustees have been appointed by the Govern- 
ment, whose consent must be obtained for every trans- 
action, and who are empowered to annul contracts made 
with the bank’s staff, in particular with the leading 
officials. Until July 31, the trustees alone may determine 
what payment shall be made by the bank. 

When the German banks reopened on July 16, the 
Darmstaedter und Nationalbank also reopened and made 
payments on a restricted scale. The private banking 
firm, Schwarz Goldschmidt & Co., which is closely 
associated with the bank, also reopened. 

As a result of the German crisis, there was a run on 
the Turkish and Egyptian branches of the Deutsche 
Orientbank A.G. As the bank was unable to obtain 
timely support it had to suspend payments. It has two 
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branches in Turkey (Istanbul and Izmir) and two 
branches in Egypt (Cairo and Alexandria). Its share 
capital is 10,000,000 reichsmarks, held mainly by the 
Darmstaedter und Nationalbank and the Dresdner Bank. 
Its liabilities amounted to 110 million reichsmarks at 
the end of last year. 

The Bank fur Auswaertigen Handel, Berlin, which is 
closely associated with the Oesterreichische Creditanstalt, 
has published its accounts for 1930, showing a net profit 
of 960,000 reichsmarks, against 1,200,000 reichsmarks for 
1929. The dividend has been reduced from g per cent. 
to 7 per cent. 

The control of the Saarlaendische Depositenbank A.G., 
Saarlouis, has been acquired by the Crédit Industriel 
d’Alsace et de Lorraine, which owns practically the whole 
of the share capital of that bank. 

The Yokohama Specie Bank, which opened recently a 
branch in Paris, has now opened a branch in Berlin. 


BELGIUM 


Arrangements have been made for the absorption of 
the affiliates of the Banque de Bruxelles by the parent 
institution. The Banque de Bruxelles will increase its 
share capital to that end by 170,000,000 francs, and will 
exchange its shares against those of its affiliates in 
varying proportions. 

The reason why the absorption of all these banks 
necessitates an increase of the bank’s capital by only 
170 millions is that it already holds a high percentage of 
the shares of these institutions. At the same time, a 
considerable amount of the bank’s own shares are held 
by its affiliates, and will be annulled as a result of the 
fusion, so that, on balance, the transaction will not result 
in any actual increase of capital. In connection with 
the transaction, there will be a transfer from reserve 
account to capital account, and the 60,000,000 francs of 
shares with plural votes will be eliminated. 


SWITZERLAND 


The Banque de Genéve suspended payments in June. 
Attempts to reconstruct it have failed, but a group of 
Geneva banks, consisting of the Comptoir d’Escompte de 
Genéve, Banque de Dépéts et de Crédit, Union Financiére, 
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and a number of local private banks, have undertaken 
to make restricted advances to owners of deposit accounts 
with the bank. As aresult of the failure, there was a 
run also against other Geneva banks, but they were able 
to meet all withdrawals. The Basle private banking 
firm, Paravicini, Christ & Co., which is closely associated 
with the Banque de Genéve, suspended payments. 

The Banque Jeger et Cie., Zurich, has been absorbed 
by the Société d’Affaires de Banque, Zurich. The latter 
had an important participation in the former, and had 
to reduce its capital, as a result of the losses of that bank, 
from 1,000,000f. to 50,000f., and raised it subsequently 
to 500,000f. 

As a result of the German banking troubles, Swiss 
banks considered it necessary to increase their liquidity 
by withdrawing funds from London. In order to prevent 
an excessive depreciation of sterling brought about by 
the withdrawals, the Swiss National Bank has bought 
large amounts, and disposed of the surplus by earmarking 
£4,000,000 of gold with the Bank of England. 


HOLLAND 


In connection with the difficulties of the Creditan- 
stalt, the Amstelbank, which is affiliated with that 
institution, also got into difficulties. There have been 
many withdrawals of funds, and a meeting of the bank’s 
creditors was held in London towards the middle of June 
to obtain a prolongation of the credits. Eventually, the 
bank had to apply for an extension of time for payments. 

In consequence of this and of the German troubles, 
rumours have got into circulation as to the alleged 
difficulties of one of the leading banks. These rumours 
proved, however, to be entirely without foundation. At 
the same time, the nervous atmosphere necessitated the 
withdrawal of funds from London to increase the 
liquidity of the banks, which again resulted in heavy 
gold imports from London. 


AUSTRIA 


During the past month the negotiations between the 
Austrian Government and the foreign creditors of the 
Creditanstalt have resulted in a definite agreement as to 
the guarantee of their claims by the Government for a 
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period of two years. At the same time, the guarantee has 
also been extended upon local depositors, and the with- 
drawals of funds from the bank ceased. The balance 
sheet of the bank for the end of 1930 has been published, 
but the chartered accountants engaged in ascertaining 
the present position have not yet concluded their work. 
Owing to the international situation, it has been im- 
possible so far to make any arrangements to realize the 
bank’s assets in the Succession States. It is feared that, 
if these assets have to be realized in the course of the 
next two years, the bank’s losses would be considerably 
larger than was originally estimated. 

In consequence of the suspension of the Darmstaedter 
und Nationalbank, the Mercurbank of Vienna, which is 
affiliated with that bank, suspended payments. Its 
position is believed to be solvent ; its net profits amounted 
to 6 million schillings for 1930. Its total liabilities 
declined from 112 millions at the beginning of 1930 to 
some 56 millions after the run. Negotiations have been 
initiated for the reconstruction or liquidation of the © 
bank with the assistance of the authorities. 

The Austrian Credit-Institute for Public Works, 
which is controlled by the Government, passed its 
dividend for 1930, owing to the difficulties of the Creditan- 
stalt. The company owns 375,000 Creditanstalt shares. 
The current profits for 1930 amounted to 1,130,000 schil- 
lings, against 460,000 schillings in 1929. The revenue 
surplus of the Austrian Post Office Savings Bank 
amounted to 1,750,000 schillings for 1930. For 1929, the 
institution had to write down 17,300,000 schillings for its 
losses on Bodencreditanstalt shares, while for 1931 it 
will have to write off its losses on its holding of 41,000 
Creditanstalt shares. 

In spite of her difficulties, Austria stood the reper- 
cussions of the German banking crisis remarkably well. 
There was no need for declaring bank holidays or a 
partial moratorium. 

CZECHOSLOVAKIA 

The German banking crisis left Czechoslovak banking 
unaffected, and business was conducted throughout on 
normal lines. 

The net profits of the Slovakian General Credit Bank, 
which is now controlled by the Bank of Czechoslovak 
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Legions, amounted to 4,797,000 crowns for 1930, against 
4,234,000 crowns for 1929. No dividend will be paid. 


HUNGARY 


As a result of the difficulties of the Creditanstalt, 
adverse rumours were in circulation as to the position of 
the Hungarian General Credit Bank. Although that 
bank’s connections with the Creditanstalt were not so 
close as was generally assumed, these rumours led to the 
withdrawal of a certain amount of deposits and the 
cutting of foreign credits. The bank met the pressure 
by rediscounting part of its portfolio with the Hungarian 
National Bank, and the latter was assisted by the Bank 
for International Settlements and a group of central banks 
by a credit of $4,000,000. By such measures it was 
possible to allay the fears, especially as it was generally 
known that the Hungarian Government would in any 
case support the Credit Bank to the utmost, and that its 
liabilities were incomparably smaller than those of the 
Creditanstalt. 

The German banking crisis necessitated the declara- 
tion of a bank holiday of three days, and subsequently 
the banks were ordered to make payments on a restricted 
scale. It is understood that in spite of the restrictions 
external payments are being made to some extent. 

YUGOSLAVIA 

The first weekly statement of the Yugoslav National 
Bank to embody all the changes consequent upon the 
Yugoslav Stabilization Loan was published on July 28. 
The State debt has been reduced from 4,020 million 
dinars to 1,825 million dinars, out of the proceeds of the 
stabilization loan and through the revalorization of the 
assets. The note circulation is 4,563 million dinars, 
while total sight liabilities amount to 5,574 millions. 
The gold stock is 1,540 million dinars, and the foreign 
exchange reserve is 751 million dinars, making a reserve 
ratio of 41-I per cent. against the statutory minimum 
of 35 per cent. 

ROUMANIA 

The Banca Generala a Tarii Romanesti suspended 
payments and asked its creditors for a moratorium of 
three years. It was established by German banking 
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interests before the war, and was used by the German 
occupation army during the war for the issue of notes. 
After the war, it was reconstructed, but for some time 
it was understood that its situation was precarious. 

As a result of the suspension, a run on several leading 
banks, including the Banca de Credit Roman and the 
Banca Romaneasca, took place. It is stated that the 
run was artificially organized by Communists; when 
the people in the queues before the banks were challenged 
it was found that about half of them had no account at 
all with the banks. As the banks met all the withdrawals 
without difficulty confidence was restored. The German 
banking crisis, however, resulted in a renewal of the 
withdrawals, as the public feared that measures of 
restrictions similar to those in Germany and Hungary 
would be introduced. 

As a result of the Law Court decision declaring the 
suspension of M. Burillianu from the post of Governor 
of the National Bank to be unjustified, the Governor 
appointed in his place, M. Anghelescu, resigned. 
M. Manoilescu, Minister of Industry and Commerce, was 
appointed in his place. 


SPAIN 

Independently of the international crisis, local condi- 
tions brought about the suspension of several Spanish 
banks. The private banking firm of Bauer & Co., 
Madrid, suspended payments. During the past business 
years, its activity declined considerably. The Bank of 
Catalonia also suspended payments, but was reopened 
a few days later. Among other banks that suspended 
payments there are the Banco de Reus and the Banco 
de Tortosa. There was also a run on other banks, among 
them being the Banca Arnus, from which deposits of 
over 50 million pesetas were withdrawn. 


PORTUGAL 


‘The net profits of the Bank of Portugal during the 
first half of 1931 amounted to 8,800 contos. The 
dividend remains unchanged at 224 per cent. 


GREECE 


It was reported that negotiations were carried on 
for a fusion between the Ionian Bank and the Bank of 
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Athens, and between the National Bank of Greece and 
the Banque d’Orient. The fusion rumours between 
the Ionian Bank and the Bank of Athens were officially 
denied. 
LATVIA 

As a result of the German bank troubles, the Inter- 
national Bank of Riga and the Bank of Libau had to 
suspend payments. Both banks were controlled by 
German banking interests. To avoid further bank 
suspensions, the Latvian Government introduced restric- 
tions upon payments to be made by banks. 


DANZIG 


The banks of Danzig were ordered to remain closed 
until July 18, and were reopened under restrictions as 
to the amount of their payments. The Bank of Danzig 
remained open all the time, and received support from 
the Bank for International Settlements and the Bank of 
England. 

TURKEY 


The Banque Turque pour le Commerce et |’Industrie, 
which was affiliated with the Darmstaedter und National- 
bank, suspended payments. There was a run on the 
Turkish branches of the Deutsche Bank und Disconto- 
gesellschaft and of the Deutsche Orientbank A.G. The 
latter had to suspend payments. 


EGYPT 


In consequence of the German bank crisis, there 
was a run on the Cairo and Alexandria branches of the 
Deutsche Orientbank A.G. As the bank was unable 
to obtain assistance from Germany it suspended payments. 


BRAZIL 


The report for 1930 of the Banco do Brasil shows a 
net profit of 59,480,516 milreis, against 71,105,009 milreis 
for 1929. In order to provide for possible losses, 
90,233,784 milreis were transferred to a special account, 
against 28,005,162 milreis last year. 

At an extraordinary meeting of the shareholders of 
the Banco Noroeste do Estado de Sao Paulo, the 
alterations of the statutes and the reduction of the 
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capital from 30,000 contos to 16,000 contos were 
approved. 
CHILE 
The profits of the Banco de Chile for the first half 
of 193I amounted to 6,103,408 pesos, against 8,663,839 
pesos for the previous half year and 8,632,783 pesos for 
the first half of 1930. The dividend has been reduced 
from 84 per cent. to 6 per cent. 





“Real Estate’ Obligations in 
American Banks 


By H. Parker Willis 


URING the five months ending with May 1931, 
Ds: banks suspended payment, and closed their 

doors. Included among the number were no fewer 
than ninety-four national banks and seventeen State 
bank members of the Federal Reserve system. Of this 
vast number of bank failures, the preponderating portion 
took place in the middle western and south-western 
States, and it is in that part of the country that the 
greatest weakness is still evident. The closing of some 
thirty banks in the course of a single week of June, in 
Chicago, and its adjacent territory within the so-called 
“metropolitan district,’ shows how this menace of 
bank failures still persists, and affords the most sub- 
stantial warrant for the anxiety endured not only by 
financial observers, but likewise by the more thoughtful 
members of the general public. 

Causes of these failures are naturally varied, and a 
single origin for the failure epidemic is impossible to 
discover. Yet, in the Chicago episode and in many of 
the failures that are now occurring in the middle west, it 
seems clear that an important part has been played by 
the tremendous loans on real estate security that have 
been habitually made, during the past five years and 
earlier, by these and other banks, but particularly by 
the banks of the middle west where ‘‘ boom ”’ conditions 
prevailed and where real estate speculation had become 
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the vocation of a substantial fraction of the population. 
A brief sketch of the situation will show why so large a 
number of American banks are facing their present 
difficulties; and will likewise furnish some key to the 
extent of the probable duration and scope of the new 
epidemic of failure. 

An interesting analysis of the paper held by all 
member banks of the Federal Reserve system has lately 
been made, and reveals some facts that deserve study in 
this connection. Selected figures from the computation 
are accordingly submitted as follows :—- 


CLASSIFICATION OF LOANS—-ALL MEMBER BANKS. 
FEDERAL RESERVE SYSTEM. 





Loans to customers (exclusive of banks) 


Secured by stocks Secured by real 
Total and bonds estate 




















loans Other- 
Call date and in- * y noel 
ome Total beohers To Other —) 

— other —— al —_ 

aidan i=! = 

City 
Total : 

1928—Oct. 3 34,929 | 21,242 850 | 5,796 | 421 2,668 | 11,507 
Dec. 31 35,084 | 21,462 975 | 9,373 | 412 2,711 10,991 
1929—Mar. 27 35,393 | 21,903 | 1,014 | 6,526 | 403 2,720 | 11,240 
June 29 35,711 | 22,516 921 | 6,813 | 404 2,760 | 11,618 
Oct. 4 35,914 | 23,249 939 | 7,170 | 392 | 2,760 | 11,988 
Dec. 31 35,934 | 23,194 803 | 7,685 | 388 2,803 | I1,515 
1930—Mar. 27 35,050 | 21,495 706 | 7,024 | 394 2,776 | 10,595 
June 30 35,050 21,505 819 7,242 386 2,769 10,349 
Sept. 24 | 35,472 | 21,010 774 | 7,090 | 387 2,776 | 9,982 
Dec. 31 34,860 | 21,007 675 | 7,266 | 387 2,847 9,831 
1931—Mar. 25 | 34,729 | 19,940 575 | 6,848 | 386 | 2,834 | 9,298 





The figures thus afforded show that, from the close of 
1928 to the spring of 1931, there has been a steady 
growth (with few slight intermissions, promptly closed) in 
the total of loans made on city real estate (the “ other ”’ 
of the Table), while farm land loans, though continuing 
at a fairly high figure, have shown a much greater liquidity, 
and have been reduced by fully 74 per cent. It will 
further be observed that the item of “‘ other” loans 
secured by “real estate’’ is (with one exception) the 
only item of those shown that records a continuous 
growth throughout the whole period under discussion. 
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There is no dispute to-day with reference to the fact 
that one of the most reckless and dangerous elements 
in bank mismanagement, during the period before the 
panic of 1929, was connected with the real estate “‘ boom ”’ 
of the South and West, and was due to hasty efforts, on 
the part of bankers large and small, to finance the over- 
growth of the cities, towns and villages in which they 
were resident, and in which, often, they were financially 
interested. The result has been the tying up of immense 
sums of bank assets in non-liquid real estate holdings, 
due to the fact that it was impossible to sell the collateral 
or mortgaged property for sufficient to pay off the bank 
obligations resting upon it. The Chicago collapse, in 
which it was necessary to merge two banks of substantial 
size with two others, while, as already stated, about 
thirty others closed their doors, is attributable to the 
difficulties growing directly out of the depression of 
which real estate and its attendant problems furnished 
the determining element. These conditions, however, 
are merely representative of those which exist very 
generally throughout the middle west and over large 
areas of the United States. The bad conditions represent 
a general misapplication of banking funds, and exemplify 
an erroneous theory of banking widely advocated and 
practised in the United States during the past decade. 
A beginning in the development of this defective 
view of banking was made by the Federal Reserve Act 
in which all member banks were given (so far as allowed 
by the laws of States under which they might be organized) 
the authority to accept and carry time deposits subject 
to a reserve of only 3 per cent. This new branch of 
business attained a very extended development after 
the close of the world war and was the cause of demand 
for two types of change not only in the Federal Reserve, 
and National Banking, Acts, but in the banking enact- 
ments of the several States as well. These changes 
included: (1) desired alterations in the amounts of 
savings funds to be received and conditions under which to 
be repayable; and (2) desired alterations in the types of 
investments of bank money that might be made with the 
funds thus taken in hand. As an example of the altera- 
tions sought and obtained under the first head, may 
be cited the broadening of the term “time deposits ” 
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and the redefinition of terms by which more and more 
funds were permitted to be included under that head. 
It has come about, as a result of these definitions and 
redefinitions, that a time deposit is to-day a rather meta- 
physical concept. Proof of this situation is furnished 
by the fact that, whereas demand deposits, at the date 
of the last member bank call on 25 March, 1931, were 
only $16,340,000,000, time deposits were $13,664,000,000, 
with United States deposits (against which no reserve 
is required) amounting to $502,000,000. In other words, 
very nearly one-half of all the deposits of member banks 
(to whose aggregate condition the figures just cited 
apply) were on a basis of 3 per cent. reserve, or less, while 
scarcely more than one-half were on the full reserve 
requirements of 7, 10, or 13 per cent., according to 
location of bank. On the other hand, the demand for a 
broadening of the investment regulations reached its 
climax in the so-called McFadden Bill of 1927, in which 
it was permitted that one-half of all time deposits might 
be invested in first mortgage loans on city real estate. 
The upshot of this situation has, of course, been the 
intensification of effort on the part of bankers, and 
particularly of the smaller bankers, in the large cities, 
especially in the middle west, to increase the size of 
their time-deposit accounts and to use the proceeds in 
real-estate development. 

One other phase of this matter needs some attention. 
By loans on real estate are ordinarily meant direct loans, 
made with the use of bank money and with a first mort- 
gage on the property as security. Of late years, this 
type of lending, although still widely used, has had to 
compete, in the larger operations particularly, with real 
estate bonds which have been issued in order to break 
up the amount of a large mortgage into small units. 
Such bonds have been bought by many banks, and they 
figure among their “ investments.”” They have likewise 
been used as collateral for the purpose of securing loans 
obtained by the holders of such bonds from the banks in 
question. Data available do not indicate with any 
degree of precision exactly the total amount thus really 
lent by the banks on real estate, but the sum, whatever 
it may be, is vastly greater than the total indicated as 
such in the Table already furnished, although even that 
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is 15 per cent of total loans. On the face of things, the 
amounts advanced on real estate security, together with 
those on farm land, reach a total that is well over one- 
third of the sums lent by members of the Federal Reserve 
system on stocks and bonds as security. 

The fundamental trouble with this whole group of 
loans is that it is inadequately protected. That does not 
mean that all loans so made are without due security, 
but merely that a dangerously large percentage of them 
are so. The reason is found in the great deterioration 
of land values which has affected nearly all communities 
in the United States. Farm land values are now pretty 
generally—after more than ten years of deflation—back 
to the level (approximately) that had been established 
in 1913. The worth of city lands and properties generally 
was supposed not to be subject to the same conditions of 
revaluation that applied to agricultural land; and it 
consequently went on increasing in various places up to 
about the time of the collapse of 1929. To-day most 
cities in the United States are largely overbuilt, although 
not evenly so. As a result, while there may be further 
need of buildings of given types which have not been 
sufficiently developed, it is also true in most places that 
there are more buildings than are needed of other types— 
or, in other words, there is the materia] for depression. 
How extensive such depression may be is to be gathered 
from the large proportion of available bank funds that 
can be seen, from the figures already given, to have been 
used in this kind of expansion It should, moreover, 
be remembered that the Federal Reserve system probably 
does not include within itself more than about 60 per 
cent. of the banking assets of the country, while the 
banks outside the system are unquestionably more, 
rather than less, overburdened with real estate paper as 
compared with the members. The banks which have 
found themselves thus overburdened have obviously 
been prevented from attempting to realize upon the 
security in their possession, because of the fact that, 
in many cases, the property, even if transferred to them 
at once without question or expense by the borrower, 
could not be sold for enough to cover the face of the loan. 
Indeed, in not a few cases, it might be difficult to sell 
it at any price until there shall have been material 
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recovery from the present industrial difficulties. The 
banks, in a word, have permitted a large section of their 
investments to become absolutely “immobilized” or 
“ frozen.” 

The case thus stated has been made materially 
worse in Chicago by the fact that many banks, during 
the period of sharp competition for deposits to which 
reference has already been made, sought by questionable 
means to induce the public at large to take off their 
hands the mortgages in which funds were being so 
largely embarked. Of course, the more mortgages 
they could make the larger the net commissions accruing 
to them, and they became, accordingly, active sellers 
of real estate mortgages, as well as free lenders thereon. 
In order to induce investors and savers to take over 
such mortgages, many banks entered into agreements 
that they would redeem the obligations whenever pre- 
sented to them for repurchase; usually at a discount of 
2 per cent. The undertaking might not have been very 
dangerous had it not been for the coming on of depres- 
sion; but, in the circumstances that have existed for 
two years past, the liability thus incurred was disastrous, 
owing to the fact that many savers have found them- 
selves compelled, or have chosen, to present the mortgages 
to the banks from which they were originally purchased. 
This effort to redeem, in no small measure, accounts 
for the fact that the item of loans secured on real estate 
is, as shown by the Table already given, larger to-day 
than at any time since the panic of 1929. 

There is likewise an outside aspect of banking policy 
that needs to be taken into account in forming a general 
estimate of the influence of loans based on landed security 
as a proximate cause of banking breakdown. As is 
generally known, the United States has, for years past. 
proved a fruitful field for the efforts of the so-called 
building loan associations—organizations based originally 
upon co-operative principles, but in many cases really 
corporate in structure and co-operative only in name. 
Many States have adopted special laws governing their 
operations, but few or none have sufficiently safeguarded 
their management. The result has been that, during 
the years since the war, building loan associations, 
anxious to make gains for themselves rather than to 
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advance the cause of house-ownership by their members, 
have fallen into the habit of acting as savings banks. 
They have offered to so-called ‘ depositors’’ books 
evidencing what were termed “savings deposits,’ and 
through this means have received from the public sums 
of money which the latter in most cases believed to be 
savings deposits withdrawable either upon demand or 
after a short “‘notice”’ of thirty or sixty days. Asa 
matter of fact, this was not so, but the depositors were, 
legally speaking, purchasers of the stock of the building 
loans association to which they entrusted their funds. 
This fact was often set forth in fine type in some part of 
the “‘ pass book ’”’ which was furnished to the “ depositor ”’ 
as evidence of his ‘ deposit,’’ but was generally mis- 
understood or ignored. Within the past eighteen months, 
however, there has been an increasing effort throughout 
large parts of the United States to withdraw the “ de- 
posits’ so made, either because of the fact that the 
public had lost confidence in the institutions themselves, 
or because they had to realize the funds thus invested 
in order to provide means of protection against unemploy- 
ment or other causes of need. It has appeared that, in 
many cases, the building loan associations have found 
it needful to inform the customer that his application 
could not be acted upon until there had been a sufficient 
liquidation of assets; and this, in many instances, is 
already requiring a delay of eighteen months to two 
years before even the theoretical withdrawal of the 
“deposits ’’ will be possible. In a good many cases, 
mid-western banks have made advances upon these 
pass-books as collateral, so that they are even more 
deeply involved in the real-estate situation than has 
appeared from the facts and figures cited. How far they 
have gone in this type of lending it would be impossible 
to state with accuracy, but experienced bankers of the 
middle west do not hesitate to admit that the commit- 
ment is a large one. This situation is adding materially 
to the difficulties which present themselves in places in 
which real-estate speculation has been overdone. The 
funds or “ deposits’”’ received by the building loan 
associations were usually invested in local loans, and 
many of these are represented by buildings or develop- 
ment projects for which there is now no sale. Banks are 
M 
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not more able than others to liquidate the loans they 
have made on building loan security, because of the 
unsaleability of the property and the fact that, if offered 
at forced sale, it would not suffice to meet the obligation 
based upon or secured by it. The result of this state of 
affairs is, naturally, to render the real-estate situation 
as affecting banking in general—taking that term in its 
broadest signification—much less promising than it 
might otherwise be, and to intensify the dangers prob- 
ably resulting from it before the end of present efforts 
at readjustment can be reached. 

re It is plain that the repercussions of the present bank- 
ing difficulties, viewed from the real-estate angle, may 
be very widespread. One question that is asked by many 
with reference to them has to do with the future value 
of real estate in the rank and file of American cities. 
As to this, it should be remembered that prediction 
is hazardous, particularly on such a topic. Yet, so far 
as any forecast is possible, it points clearly to decidedly 
lower valuations. Indications of such a state of affairs 
are everywhere visible. Lower property valuations and 
lower rents are essential in order to accommodate con- 
ditions affecting land and its ownership to the conditions 
in the commodity-prices field, and to the declining 
tendency of wages which is now so obvious. In the 
absence of new conditions affecting the situation, it may 
be safely said there is good reason to expect a lowering 
of the range of real-estate values that will last for a long 
time to come. It will tend to perpetuate the new valua- 
tions fixed during the depression, although perhaps 
improving somewhat upon the levels temporarily set in 
regions where the depression was most pronounced and 
where forced sales consequently were most influential 
in establishing reaction from the long line of rising 
quotations that has extended over a considerable number 
of years. 

These changes in real-estate values manifestly cannot 
stand alone. One of the most significant effects they 
will have, apart from the necessity of writing off large 
losses in bank portfolios, must be that of sending a good 
many real-estate bonds to default. The state of things 
was sketched last winter by one of the witnesses before 
the Senate Banking Sub-committee, although what was 
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then said was but little attended to by the public, and has 
needed the emphasis furnished by the Chicago experience 
in order to compel recognition. This witness was Mr. 
H. P. Williams, chairman of the Executive Committee of 
the New York Title and Mortgage Co. Mr. Williams 
said :— 

“We had a grand old time selling realty bonds. Anybody could 
get a bond issue on a building—it did not make any difference ; they 
would buy anything. People who felt that they could get six or seven 
per cent.—why the question of security was not involved. . . Every 
one of these inflated bond issues must of necessity go to the laundry, be 
washed out and start over again. . . . Many of these bonds were 
sold without an idea of the return, without an idea of shrinkage, but 
on an appraised value in an inflated market and on the return that 
was then had. Properties that were then producing $30 and $35 per 
room, are now producing $18 and $20 per room. . . . So you can see 
where the shrinkage will occur. . . It was common practice for all 
those bond houses to lend up to 80 per cent. and then try to cover it 
with an enormous amortization. Borrowers would pay the first 
amortization, but the second would come along, and they were helpless.” 

Both in real-estate bonds and in real-estate mortgages 
themselves, the defaults have already been so numerous 
as to bear out, more than amply, all that was said by 
Mr. Williams in this regard, and the consequences, as 
they are being felt by a large group of investors, including 
many banks, are unavoidable. The problem that is 
raised by the facts as thus in course of demonstration 
relates not only to the position of the banks that have lost 
heavily, but bears also upon the question as to what 
must be the sources of real-estate financing in the future. 
Particularly the general problem whether banks ought 
to be permitted to use their time deposits in real-estate 
lending remains for early attention at the hands of 
Congress; and later, no doubt, at those of the State 
legislatures. 

The main lesson of the experience obviously points 
to the matter last above cited : the necessity of stopping 
the present practice of financing real-estate speculation 
out of the time deposits of banks. Smaller banks, 
throughout the country, do not possess the organization 
necessary for the study and careful selection of real- 
estate mortgages. It has been suggested that as security 
or investment to be held against bank deposits, only 
guaranteed mortgages should be accepted. Such guaran- 
teed mortgages are, however, available chiefly in the 
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larger cities and are not to be had in the smaller towns 
and villages. The notion of financing land development 
out of the saved funds of the community has been suffi- 
ciently satisfactory in its operation in some communities, 
but the complete breakdown of the practice under the 
influence of speculation has greatly shaken the belief 
of the banking public in the practice. Harm done by 
the McFadden Act of 1927, with its great broadening 
of the extent to which bank funds may be suffered to go 
into investments based on land holdings in cities, has 
been extended, but the question of altering the legislation 
in such a way as to ensure the withdrawal of such funds, 
now that they are “ frozen’ for a long period, is clearly 
very difficult. Meanwhile, the protection of future 
savings deposits in banks, through the establishment of a 
much more careful and discriminating system of control, 
appears to be urgent. 

As for the actual banking situation itself, the present 
conditions in land values, and the unfortunate policies 
pursued both by the smaller banks and by the building 
loan companies generally, as well as by some of the 
larger city banks here and there, render a good many 
additional failures, during coming months, almost un- 
avoidable, particularly in the middle west. Full recovery 
from ‘‘depression’’ cannot be expected until such 
failures are over and their results duly ‘“ absorbed.” 


A New Concept of Canadian 
Banking 


By Ernest B. Roberts 


FAR-REACHING concept of the collective or 
Aviational role of banking—novel in the evolution of 

private enterprise—appears to be taking form in 
Canada, usually looked upon as the least Communistic of 
the British Dominions. The idea had been latent in the 
Western Provinces even before the economic conditions 
of the past eighteen months brought it into somewhat 
sharp outline in public affairs. Stated crudely, it is the 
doctrine that it is the concern primarily of existing 
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banks, and the justification of their chartered privileges 
under the Bank Act, irrespective of profits, to shoulder 
the burden of financing distressed agriculture in order 
to prevent or to relieve nation-wide depression. 

This remarkable creed is finding widespread support. 
It is but fair to add that few of its advocates seem aware 
of the logical end of their argument. The proposal that 
the banks should, by a kind of non-recurring impost 
upon their own reserves, find the funds to carry Western 
farmers over the present critical period is the outcome of 
the tangle in which the wheat organizations find them- 
selves. The close relation of the seven banks most 
directly concerned may be stated in its barest form as 
follows : 

Since 1927 Western wheat agencies have tried to 
bolster up high priced wheat by a system of “ orderly 
marketing ’’ which has worked out in practice as the 
withholding from the market each year of a larger quantity 
of the current supply. The carry-over of old crops in 1927 
was 52 million bushels; in 1928 g2 millions; in 1929 
127 millions; and in 1930, notwithstanding that the 
crop was the shortest for five years, 130 million bushels. 
Their claim is that Western farmers cannot afford to sell 
wheat under $1.50 (6s.) a bushel if they are to maintain 
what is much too sweepingly termed—considering the 
miserable way in which scores of thousands of farmers 
live—the ‘‘ Canadian standard of living.” European 
buyers, when thus challenged, greatly astonished the 
wheat ‘“‘ pool ’’ management and other agencies by point 
blank refusing to “‘ stand and deliver’ and found ample 
ways elsewhere of replacing Canadian wheat. To-day 
farmers would be glad to get 40 cents a bushel for the 
crops of 1928, 1929, and 1930. 

Early last year complaints began to be heard that the 
chartered banks were not accommodating farmers who 
required credit. ‘‘ The Family Herald and Weekly Star,” 
of Montreal, a leading farm journal, in April, 1930, wrote 
editorially : 

“ This (inability of banks to lend on landed estate) is 
not the only handicap which limits the farmer and 
grain grower in obtaining credit. Under the branch 
bank system which prevails in Canada the branch manager 
is held responsible for all loans he makes and he is there- 
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fore likely to call in a farmer’s note at the first sign of a 
poor harvest. This means that at the very time when 
the farmer really needs money he is liable to be called on 
to pay his note. Moreover, it is a general complaint of 
the farmers that interest rates on these loans are too high. 
Farmers have been called upon to pay as high as 9} and 
Io per cent. for this accommodation, and as the average 
rate of profit in the West ranges from 4 to 4} per cent., it 
is quite obvious that he cannot afford to pay double that 
amount for his loans.” 

Since that time the complaint has become more 
generally articulate. In March a sub-committee of the 
Agricultural Committee of the Alberta Legislature specifi- 
cally reported: ‘‘ Prairie banks are not giving farmer 
borrowers the consideration adequate for the proper 
financing of their ordinary operations.” Their report 
adds: ‘‘ Excessive and probably illegal interest rates and 
unnecessarily harsh and unreasonable forms of land 
mortgages obtain in certain parts of the West.” 

As Canadian banks are expressly prohibited from 
lending money on the security of land, though they may 
on livestock, threshed grain, and timber, the following 
explanation of the usual procedure in loans, given by a 
bank manager of twenty years’ experience in the Prairie 
Provinces, will have technical interest for readers of 
THE BANKER. 

“A farmer in good standing can obtain money early 
in the fall for his needs to pay mortgage interest, pay- 
ment on principal, taxes or store bills, payable four 
months from date. On due date and on talking over his 
affairs and finding his position still sound, the bank 
renews his note for a further four months, or until the time 
when he disposes of his grain or livestock, and liquidates 
the debt to the bank. If necessary he can start his 
borrowing all over again... . It is also quite in order 
for a farmer to borrow money for a period of two years 
or longer to purchase livestock. As long as the farmer 
has the grain no pressure is brought to bear on him to 
sell, and if he has livestock the bank is prepared to carry 
him until he is ready to sell.” 

The Dominion Minister of Agriculture, the Hon. Mr. 
Robert Weir, himself a Western farmer, declared at a 
public meeting in Toronto that banking facilities had 


CANADIAN BANKING _ 143 


been critically restricted, and he added, in racy vernacular, 
that if the banks did not “‘ open up ” and make advances 
to farmers more readily ‘‘ somebody else would do it ”’— 
a remark interpreted without exception as meaning a 
Government agency. Later the Prime Minister, the 
Rt. Hon. Mr. R. B. Bennett, made a statement in Parlia- 
ment that has tended to reassure the public with regard 
to the adequacy of the banking system in Canada. 

The only alternative to Government support so far 
proposed is a private credit association, advocated by 
Mr. E. W. Beatty, K.C., the president of the Canadian 
Pacific Railway Company. 

Speaking in the Dominion House of Commons, 
Mr. Henry Spencer, M.P for Battle River, Alberta, held 
up a sample of Number 3 Northern wheat and told 
members that all he could get for it was 17} cents a 
bushel, though it had cost an average farmer 70 or 
75 cents to produce. He added that “in many places 
oats and rye are so low in price that all a farmer can do 
is to set a match to the unharvested fields. The result is 
that debts are accruing, mortgage interest is piling up, 
bank loans cannot be wiped out, and taxes cannot be 
met. Yet all through this trouble the one business 
institution in Canada which might have given help, the 
private banking system, has been more of an irritant 
than anything else.” 

Another Western Member of the Dominion Parliament 
at Ottawa—there are ten Parliaments in Canada!— 
Mr. E. J. Garland, of Bow River, Alberta, speaking in 
Toronto, publicly cited many instances in which he said 
banks had refused to farmers in reasonably sound stand.ng 
the credit for food, fuel, and clothing. “It is time,” he 
remarked, “‘ that we ‘ take stock’ of our banking system 
and do something about a system in the control of a 
small group of men, based on the fatalism about business 
cycles that has no scientific justification.’’ He proposed 
the scaling down of debts mentioned by the Canadian 
Council of Agriculture. ‘‘ Bankers will know what I 
mean and will say they will lose money by the proposition, 
but if conditions continue as they are they are going to 
lose money anyway.” 

Still, there was something humoresque in Mr. Garland’s 
dire tale. ‘“‘ One man got $8°80 for 80 bushels of barley,” 
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he said, with Western Schadenfreude, ‘‘ and out of those 
80 bushels 260 gallons of whiskey were distilled, on which 
the Government levied taxes amounting to $2,340. When 
the farmer heard of it he went to town ‘to drown his 
sorrow, but it cost him the cash from another 80 bushels 
to get two bottles of whiskey.” 

“In the town of Two Hills,’ Mr. Garland recounted, 
“the local banker told a farmer-creditor that his note 
had matured and required him to deliver his crop to pay 
it off. When the farmer hauled his wheat to the elevator 
it could not be accepted for lack of room, so he took it to 
the back door of the bank and had shovelled most of it on 
the floor of the office before he was discovered. And then 
the Prairie Court fined him $25 for tendering illegal 
currency.” 

The Premier of Alberta, the Hon. J. E. Brownlee, has 
stated that advances made to the Western “ pools” up 
to September 1930 amounted to $68,000,000, mainly on 
the 1929 and 1930 crops. Neither the quantity of wheat 
held as security nor the amount of loans to “ non-pool ”’ 
farmers was reported, but ‘ pool ’’ membership includes 
roughly 60 per cent. of all grain growers. It does not 
want much financial acumen to conceive the difficulty of 
bankers with security for $68 million in the form of ware- 
house receipts for a perishable commodity that had an 
original farm cost of 70 cents a bushel now valued at 
under 17 cents and still being largely held two years after 
threshing, and the 193I crop now nearly ready to ware- 
house five thousand miles from its ultimate market. 

The ‘‘ Farmers’ Sun,” of Toronto, a pro-pool newspaper, 
remarks in a leading article: ‘It is a trying state of 
affairs which seems not to have been foreseen by the 
‘pool’ managers, the dealers, or the banks. If it had 
been foreseen, it is to be assumed that much less money 
would have been advanced to the farmers in 1929 and 
1930. In view of these facts, it cannot reasonably be 
asserted that the Canadian banks have not been liberal 
to the West.” 

Early this year the Canadian Council of Agriculture 
passed a resolution urging : 

“The modernizing of the Canadian banking and 
credit system by (a) the establishment of a Central Bank 
of issue and rediscount, accompanied by suitable modifi- 
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cations in the liability of shareholders; (b) the passage 
of legislation making possible the development of co- 
operative credit associations to finance agricultural opera- 
tions; and (c) the adoption by banks, trust and loan and 
mortgage companies, and other lending institutions of a 
policy of scaling down the principal amounts so that the 
debts now owing would conform in terms of commodity 
to the purchasing power actually lent in years past.” 
This sounds a little like one of the war reparations 
problems. Naturally, the ability of the banking houses 
concerned in the wheat transactions to stand the strain 
is a matter of much public concern in Canada, where it is 
widely realized that stability in the banking system is fully 
as desirable as prosperity in the grain-growing industry. 
The purchase last spring of the Weyburn Security Bank, 
which had all its business in the heart of the wheat area, 
by the Imperial Bank of Canada as “a going concern,” 
served to relieve the anxiety, for though reported “ sound 
as a bell,”’ it was the smallest of the chartered banks. 
There is a feature almost unique to Canada in the 
way the general public looks on agriculture. It is hard 
to define because more felt than confessed aloud; it is 
doubly difficult to explain to British readers who, brought 
up in the traditions of the freest of all Free Trade, do not 
know the intricate interplay of tariffs on all national 
affairs. In Canada agriculture is the country’s only 
industry that has not been highly “ protected.’’ But asa 
sort of rule-of-thumb justice there has grown up silently 
over the years a national belief that farmers should be 
given certain privileges in other ways to compensate for 
whatever benefits the manufacturing industries may get 
by tariffs. Two instances only can be given in illustration 
of this public attitude, difficult to express because so 
elusive, though its effects are tangible enough. In 
governmental affairs, the Departments of Agriculture, 
both Dominion and Provincial, are always treated 
generously in the annual budgets; schools of agriculture, 
short courses in farming, and marketing support for farm 
products and such-like facilities are usually well provided 
for out of public funds. In private trading there is the 
example of the meat packing industry, which frankly ac- 
cepts the principle that it is an obligation of that industry 
to “take off the farmer’s hands” every meat-yielding 
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animal ever offered for sale on the public stockyards, 
through drovers or co-operative societies. No steer, or 
pig or sheep, is ever refused, no matter how poor, in fact, 
for price is supposed to look after quality. The accept- 
ance of the obligation is quite voluntary, but it has grown 
to have the force almost of a natural law to-day. 

In such an atmosphere and with such an attitude of 
the public toward agriculture it is easy to comprehend 
that banking in Canada in the present farm crisis is being 
looked to expectantly to “do something,” to use the 
Hon. Mr. Weir’s indefinite term. 

The obligation of banks to give adequate service— 
which is perhaps the only moral code that can be said to 
apply—is frankly admitted by bankers. For instance, 
at the last annual meeting, the President of the Im- 
perial Bank remarked : “ In connection with the market- 
ing of wheat and other products of the farm, the banks 
have to render a service. They have to advance the 
money to see that products are delivered to their final 
destination. In rendering this service the banks have 
to take the necessary security, for banks cannot control 
world market prices.”’ 

The present position of the bank-wheat problem may 
be summarized as follows : 

1. Widespread belief, founded or unfounded, that 
credit to farmers is unduly restricted ; 

2. Bank security taken on a perishable product that 
seemingly has fallen to a permanently lower price level ; 

3. Bank Act restrictions of a somewhat effete nature 
preventing advances to farmers on the security of landed 
estate ; 

4. The only remedy proposed—the adoption by the 
West of ‘“‘ mixed farming ’’—likely to take ten years to 
implement ; 

5. The intimation, almost an admonition, to bankers 
and a pledge to farmers by a responsible Government 
Minister that ‘‘ if banks do not open out ” to give farm 
credit, some other farm agency, assumptively with 
Government backing, will be established to do so. 

In essence the new problem facing Canadian banking is 
whether, for the sake of national stability and general 
prosperity rather than that banking leaders see profit in 
it, the banking industry is to be required to carry the 
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risks and obligations of the grain-growing industry, 
simply because the Canadian public, in the logical 
working out of the “ spoon-feeding’”’ of agriculture, 
believe almost to a man that, sink or swim, the banks 
ought to do it. 





Banking Keviews 


English Reviews 


LOYDS BANK review for July contains two able 
articles which should be read in conjunction with 
each other. The second, entitled ‘‘ Unemployment 
Insurance,’ deals with the interim report of the Royal 
Commission on Unemployment and points out the urgent 
need that the recommendations of this report should be 
adopted. While recognizing the fact “‘ that the economies 
suggested would inflict hardship upon some people who 
do not deserve any additional misfortune,” the writer 
states that there is no sound alternative and that the 
present reckless dissipation of the nation’s capital 
“can only mean worse unemployment, an intensification 
of the depression, and ultimately disaster, in which the 
earliest and heaviest sufferers will be the workers of the 
country, including those now unemployed.” 

The first and principal article is from the pen of 
Sir William Dampier-Whetham, Sc.D., F.R.S., under the 
title “‘ Money, Prices and Unemployment.” Although 
this writer does not entirely agree with the conclusions 
reached in J. M. Keynes’ work, “ A Treatise on Money,” 
it is obvious that he has been largely influenced thereby, 
and indeed he states that this book and D. M. Robertson’s 
“Banking Policy and the Price Level,” constitute the 
greatest advance made in economic theory for many 
years. It would be very difficult and probably misleading 
to give a résumé of this somewhat lengthy but most 
interesting article, and all of our readers who wish for a 
clear analysis of our present troubles should study it 
closely for themselves. One important point made by 
the writer may, however, be stressed here, for it is too 
often disregarded: ‘‘ Too fast a rise in nominal salaries 








148 THE BANKER 


and wages, and thus in costs of production, prevents 
that increase in wealth which alone makes possible a 
continued rise in the standard of real wages and other 
incomes.”” While attaching due weight to the inelasticity 
of “trades union rates of wages,’’ the writer does not 
point out in detail the pernicious effects of our present 
Unemployment Insurance system, and it is for this reason 
that we feel that these two articles should be read in 
conjunction. 

BARCLAYS BANK review for July also deals at length 
with “‘ The Unemployment Insurance Report,” and points 
out that a sound scheme of insurance—unlike the present 
one—*‘ should operate so that it does not tend (a) to 
encourage unemployment, (b) to maintain a supply of 
labour for particular industries greatly in excess of their 
actual requirements, (c) to restrict the willingness of the 
workers to adapt themselves to changing circumstances, 
either by removing to other districts or, if necessary, 
by transferring their activities to fresh occupations, 
or (d) to produce an element of inflexibility into wage 
rates.” The writer then proceeds to make an interesting 
comparison between the present position and that existing 
under the original Act of Ig11, and points out that those 
trades where systematic short time was customary 
(such as cotton and coal) were deliberately excluded 
under that Act. Moreover, the trades insured at the 
outset included hardly any women, “ so that the problem 
of insurance of women after marriage did not arise.” 
This writer is in full accord with the writer in LLoyps 
BANK review concerning the necessity for prompt and 
vigorous measures to put the fund once more upon a 
sound basis, and he concludes: ‘“‘ Many of the dangers 
foreseen when the original scheme was introduced in 
Ig1I and against which protective measures were designed 
are now exerting an influence distinctly detrimental to 
the economic progress of the country and unless the 
position is quickly corrected the whole system of 
Unemployment Insurance will be brought into disrepute.” 
Surely he might have said “ the whole financial system 
of the country.”’ 

‘* America’s Dilemma ”’ is the title of the chief article 
in the June issue of MARTINS BANK review, which is 
based upon Professor John A. Todd’s recent book on 


—————— 
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the ‘‘ Fall in Prices.”’ In his view, America’s difficulties 
are largely caused by diminished consumption in that 
country due to the Wall Street crash, and America’s 
troubles are largely responsible for the depression in the 
rest of the world. Having examined the present 
indications of price recovery in America the writer turns 
to the more important problem of the American attitude 
towards foreign trade and financial activity. He states 
that a creditor nation can only expect its debtors to meet 
their obligations if it supplies them with a fairly free 
market for goods and services, and is also a free lender 
to any debtors who are in a sound financial position ; 
whereas the United States have raised their tariffs, have 
subsidized ships to compete with those of their debtors, 
and “‘ have practically shut down their foreign lending 
activities.” 

The above article was, of course, written before the 
plan for the year’s relief from war-debt payments proposed 
by President Hoover. This plan is considered in the 
June-July number of the MIDLAND review under the title 
“The War Debts Breathing Space.’’ Germany’s Balance 
of Payments is carefully analysed, and it is shown how 
a year’s postponement of reparations will enable Germany 
to replenish her stock of commodities, increase her buying 
power abroad, and thereby give a new stimulus to world 
trade. Moreover, it is suggested that a check would thus 
be placed upon the concentration of gold in the hands 
of the United States and France. This article is worthy 
of the closest study. 

In the WESTMINSTER review for June we return to the 
question of ‘“‘ A Desirable Price Level?’ The relation- 
ship between wholesale and retail prices is examined at 
length, and it is shown that though there may be no ideal 
level of prices yet fluctuations in price level are always 
detrimental to the community in the long run. In the 
opinion of the writer the two desiderata for the present 
are: “the stabilization of prices around the present 
average level, and the reduction of the spread of different 
prices around this level.” 

The same journal contains an informative article on 
“French and Belgian Markets,” which should be studied 
carefully by every British exporter to those countries. 
It is suggested that our merchants pay insufficient 
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attention to questions of freight, duty, and delivery 
arrangements, as ‘“‘ the foreign buyer requires to know 
before he buys, to the last penny, the price the goods will 
cost him.”” Moreover, catalogues must be printed in the 
language of the country in which they are to be circu- 
lated; prices must be quoted in the currency of the 
country ; and the metric system of weights and measures 
should be employed. Germany and Holland make use 
of catalogues printed in as many as five different lan- 
guages simultaneously ! 


Foreign Reviews 

The CHASE Economic bulletin for June contains 
an article entitled ‘‘ Equilibrium Creates Purchasing 
Power,” by Dr. Benjamin M. Anderson, the economist 
to the Chase National Bank, wherein are compared the 
two opposing sets of ideas on the cause of the depression. 
“One school of thought finds the causes of the depres- 
sion in deficiencies of purchasing power, and would 
seek to find remedies by artificial increases of purchasing 
power in one way or another.” The principal exponents 
of this school of thought in Europe are Dr. Cassel and 
Mr. J. M. Keynes. The other school of thought, to which 
Dr. Anderson belongs, maintains that there has been a 
disturbance in economic equilibrium and holds that 
when the balance has been restored business will go on 
actively and satisfactorily. 

According to Dr. Anderson the first school of thought 
maintains that the depression can be remedied by 
artificial means; that is by the action of governments 
and central banks. The other school, however, maintains 
that the remedy lies in ‘‘ the automatic forces of the market 
places,”’ and dislikes actions of governments and central 
banks in these spheres. 

We feel that the causes of the depression as voiced 
by the two schools of thought are differences in words 
only. Messrs. Cassel and Keynes maintain that produc- 
tion has run ahead of consumption, which is surely 
very much the same as Dr. Anderson’s thesis that pro- 
duction is unbalanced. Dr. Anderson states that 
“when goods are produced in proper proportions, they 
clear the markets of one another,” and for the complete 
working of his equilibrium theory there must be complete 
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mobility of capital and labour. The exposition of this 
theory in the bulletin is long and interesting, but we feel 
that it is a brutal one for the wage-earner. He must be 
prepared for reductions in wages in times of depression, 
but Dr. Anderson does not insist that in times of pros- 
perity wages should be raised in the same proportion 
as the return on capital. The complete mobility of 
labour is a theory and is not practical politics, except 
over very long periods; for skilled labour is extremely 
immobile and must be so, by reason of its specialization. 
We come to the conclusion after reading Dr. Ander- 
son’s article that he does not help us very much either 
in getting out of the present depression or in avoiding 
a future one. If his theory is correct we do not see why 
economic processes should get out of equilibrium, and 
yet they do, to the great cost of the world as a whole. 
The GUARANTY SURVEY for June comments on the 
Hoover war debt proposal. We find ourselves in agree- 
ment with the writer in that the principal effect will be 
psychological and “as a stimulant to constructive 
effort and thought, both here and abroad, it carries great 
weight and may well mark the change in business attitude 
which precedes and helps to vivify business recovery.”’ 
With regard to the general business situation in the United 
States, the writer of this review says that as the first six 
months of 1931 have passed without any further large fall 
in prices it may “ be regarded as a sign that the process 
of readjustment is nearing completion. Moreover, the 
general level of activity appears to have reached approxi- 
mately as low a point, in comparison with what is gener- 
ally regarded as normal, as it ever did in the course of 
past depressions.”” Some considerable space is devoted 
in this review to discussing and comparing the present 
depression with that of I92r and earlier ones. The 
writer admits the difficulty and the danger of placing too 
much reliance on the results as statistics of early depres- 
sions are far from full and complete. Generally speaking, 
however, “Good times are quickly followed by hard 
times, and vice versa. Business history does not answer 
the question as to how soon or how rapidly we shall 
emerge from the present depression, but it does indicate 
very strongly that recovery can be fully depended on to 
occur, as it has in the past, as a result of the natural 
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economic readjustments that take place during depres- 
sions. 

In the same review there is a very full article on the 
“Unemployment Situation’ where the writer discusses 
various aspects of a problem with which we are only too 
familiar in this country. No fresh ideas or theories are 
brought forward and apparently the writer would keep 
the ethics and economics of unemployment separate. To 
this idea we cannot subscribe for as far as we are concerned 
the one is as important as the other. 

Some exceedingly interesting and somewhat original 
ideas are put forward in the Monthly Letter of the 
RoyaL BANK OF CANADA. Graphs are published showing 
the increase in production of various agricultural and 
mineral products over periods varying from one hundred to 
seventy-five years. The general impression to be gained 
from studying these graphs is the steady and slow 
increase in production. There is no evidence of ‘‘ business 
cycles which have stimulated rapid increases of pro- 
duction for a few years’ or of ‘‘ depressions which have 
cut down production by fifteen or twenty per cent.” 
Whilst it cannot be denied that individual countries are 
subject to business cycles the graphs demonstrate 
undeniably that the world as an economic unit is not 
subject to business cycles. The period of the war, 1921, 
and 1930 are the only major breaks in the relative 
smoothness of the curve of production. 

A further interesting series of curves show the relations 
between bank credit, production and price levels. The 
graph shows that when credit has risen more rapidly than 
production there has been a rise in prices; thus showing 
there is an exact relationship between credit and pro- 
duction. Hence a theoretical price level curve can be 
constructed which agrees almost exactly with the price 
level obtained in the usual manner ; a striking verification 
of the quantity theory of money. 

The author of this article asks what can be inferred 
from these results. ‘‘ Can it be that had the growth of 
credit paralleled the increase in volume of production and 
trade, there would have been no substantial changes in 
the general price level, no major business cycles, no booms, 
no severe depressions?’ He suggests that by a proper 
control of credit which should not be beyond the powers 
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of the central banks, such things could be avoided. 
This is in striking contrast to Dr. Anderson’s laissez 
faire policy and is one to which we feel attention should be 
paid. 

The BANK OF LONDON AND SOUTH AMERICA monthly 
review for June contains as usual an amazing amount 
of information about finance and trade in South America. 
Whilst that part of the review relating to Argentina is 
not very reassuring, that section relating to Brazil is 
more encouraging. The Provisional Government is really 
making strong efforts to put the finances of the country 
on a sound basis. Large economies have already been 
made on the expenditure side of the Budget, and revenue 
this year is already greater than that received during the 
corresponding period last year. 

The economic report for June published by the 
HUNGARIAN GENERAL CREDITBANK contains pessimistic 
comments on the breakdown of the negotiations in London 
for the marketing of wheat. Even the proposed establish- 
ment of the international Agrarian Credit Bank is treated 
rather sorrowfully owing to the long period of time 
which will elapse before it is functioning effectively. At 
the same time the author points out that 55 per cent. of 
Hungary’s population are engaged in agriculture and are 
producing principally for their own wants so that world 
conditions only partially affect them. Further, some 
20 per cent. of the population are engaged in industry, 
producing for home consumption. These two facts ought 
to give some cause for satisfaction to the writer when 
compared with conditions in our own and other countries 
where production for export is the livelihood of the nation. 

The bulletin for June issued by the SOCIETE DE 
BANQUE SUISSE sums up in an original manner the liabilities 
and assets of the present situation and endeavours to strike 
abalance. The writer concludes that the assets exceed the 
liabilities but confidence is lacking. The situation is not 
very bright but it is not as bad as many people think. 
“ L’élément actif principal est la volonté de vivre et de 
travailler.”’ 
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Books 


THE MortGAGE BANK. By JosEPH L. COHEN and 
Dr. AticE Rinc. (Sir Isaac Pitman & Sons. 
Price ros. 6d. net.) 


COMPARATIVELY little is known in this country about 
the mortgage banking system which occupies a much 
more prominent place in the financial system of the 
United States, Germany and a number of other countries 
than in our own financial system. The book published 
by Mr. Cohen and Miss Ring fulfils a useful task, as a 
better knowledge of the methods of mortgage banking 
as practised abroad might encourage in this country 
the development of the system, and assist our banks in 
international mortgage loan operations which are likely 
to assume considerable importance after the return to 
normal conditions in the capital markets. Part I 
surveys the principles and practices of mortgage banking 
in general, while Part II describes the system adopted in 
various countries. The book is written in clear language 
without any superfluous “ padding ’”’ and is thoroughly 
up to date. 

EcONOMIC EVOLUTION IN ENGLAND. By FREDERIC 
MILNER. (Macmillan & Co. Price 6s. 6d. net.) 


TuIs book is a survey of the economic history of 
Great Britain throughout the ages. It contains two 
chapters on the evolution of banking. 


MATHEMATICS OF FINANCE. By BOLLineG H. CRENSHAW, 
ZAREH M. PIRENIAN and Tuomas M. SIMPSON. 
(Sir Isaac Pitman & Sons. Price 15s. net.) 


WITH the development of the system of life insurance, 
annuities, reversion interests, etc., in the sphere of 
finance applied mathematics is becoming increasingly 
important and complicated. The present book may be 
found equally useful by those desirous of acquiring a 
general knowledge of the subject and those intending to 
specialize in it, 
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MARINE INSURANCE. By WILLIAM Gow. Revised by 
D. KinG-PaGE. (Macmillan & Co. Price 8s. 6d. 
net.) 

WILLIAM Gow’s book has always been regarded as the 
standard work on marine insurance. It has now been 
revised and brought up to date by Mr. King-Page, a 
leading writer on the subject. The book is of valuable 
assistance also to bankers concerned with the financing 
of overseas trade. 





BUILDING SOCIETIES YEAR Book, 1931. (Reed & Co. 
Price 7s. 6d. net.) 

BUILDING societies play an increasingly important 
part in our financial system. In the course of the past 
year their interest rate policy influenced the money 
market to no slight extent. For this reason alone they 
deserve much attention in banking circles, and the 1931 
issue of the official handbook of the National Association 
of Building Societies is likely to be widely read in the 
City. In addition to an interesting account of the 
development of building societies during 1930-31, and to 
an alphabetical list of building societies with their 
principal particulars, the book contains a great deal of 
interesting reading matter, mainly on problems relating 
to building societies, but also on general topics, such as 
“The Bank for International Settlements,” by C. H. 
Kisch, “‘ Is Saving a Mistake? ”’ by Hartley Withers, and 
so forth. 


Investment Banking Consolidation. 


In the July issue of THE BANKER we referred to the 
formation of the Chase-Harris Forbes Corporation, New 
York. 

Since then the business of Chase Securities Corpora- 
tion, London, and Harris, Forbes & Company, Limited, 
London, relating to the purchase and distribution of 
securities, has been consolidated as from July I1, 1931, 
under the name of Chase-Harris Forbes, Limited, whose 
address is at 52, Cornhill, London, E.C.3. 
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Table I GOLD HOLDINGS ((cENT 


(IN MILLIONS OF £) — 

















GERMANY 
| 2 | | | oom . | ms ‘ 
ENGLAND| U.S.A. | FRANCE | BELGIUM | NETHER: | penMARK) NORWAY | SWEDEN ’ RUSSIA 
| Pera e | Total Abra 
| | i 
= - a cnt ee = —i—_— 
1928 
JANUARY .. 154-7 577-0 145-9 21-0 33-9 10-0 8-1 12-7 91°3 40F 20-0 
APRIL ee 157-4 564-8 145-9 21°7 35°9 10-0 | 81 12-8 95-9 42°) 19-2 
JULY ee 173-2 533-2 236-7 22-9 35-9 10-0 8-1 12:7 | 103-1 429 17-5 
OCTOBER .. 165-1 639°3 | 247°3 23-1 35°9 9°5 8-1 18-1 | 121-2 429 15-7 
i 
1929 3 
JANUARY .. 154-2 540-8 | 263-1 25-8 35-9 9-5 8-1 13-0 | 133-6 42° 18-9 
APRIL ee 155°8 570-2 275°3 26-0 34°9 9-5 8-1 12:9 | 126°3 69> 19-0 
JULY as 154°4 596°3 295-2 28°8 36-7 9-5 8-1 12:9 97-6 497 90-1 
OCTOBER .. 131-7 619-0 320-2 29°3 36-6 9-5 8-1 13-3 108-3 743 99-9 
1930 | 
JANUARY .. 150°5 601-9 341-8 33-6 7-0 9-5 8-1 13-5 | 111°8 73) 30-2 | 
APRIL a 156-2 620°9 341-0 33-8 35-7 9-5 8-1 13-4 124-5 73% 93-2 | 
JULY ie 156-3 615-1 355°6 34°3 35-7 9-5 8-1 13-3 | 128-2 739 41-7 
AUGUST .. 152-6 608°5 | 370°8 34°5 32°3 9°5 8-1 13-4 | 128-2 73) 48-0 
SEPTEMBER 154-5 603-0 382-2 34-6 32-3 9-5 8-1 13:3 | 128-2 Th 51-2 | 
OCTOBER .. 155-6 611-0 395-3 36-2 32:7 9°5 8-1 13°3 119-6 73 51-2 | 
NOVEMBER 160°4 616-3 411-4 37-0 35-2 9°5 8-1 13-3 106-7 10°39) 51-1 | 
VECEMBER 154°6 618-1 421°5 37:1 D2 9-5 8-1 13°3 107-2 109 50-1 
| | 
1931 | 
JANUARY .. 145-9 604°3 432°6 39-2 35-2 9-5 8-1 13-3 | 108-5 109 51-4 
FEBRUARY 140-4 632-1 447-9 39°6 36-0 9-5 8-1 13-2 | 109-8 10°29 51-1 | 
MARCH _ 140°9 635°8 451-5 40°5 36-8 9-5 8-1 13-2 111-9 1025 51-1 | 
APRIL ae 144°5 640-1 451-6 41:1 36°8 9°5 8-1 13-2 114-7 102° 53-2 | 
MAy ia 147°5 651°8 447°8 41°3 37°2 9-5 81 13°2 116-0 102 53-3 
JUNE es 151-9 669°7 450°3 41-4 37°2 9-5 8-1 13-2 | 112-6 1277 53-8 
JULY ae 163-3 701-1 452°7 41-0 41:1 13-1 | 69°6 5:7 53-7 


} | 
— —— - - | 
1 The figures are taken from the first returns of the month, except those fot Denmark 
* Excluding a small amount held in the Banking Department. 
* Gold and silver holdings. 
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CLEARING BANKS BANK OF ENGLAND 
Other Deposits Government 
} . ‘ Hecurities _ . Notes - j 
Deposits | Cash Advances a a —— Reserve Clecaintion 
Total Balances ment 
: Eee : si Tibiaaed | ae 

1928 
JANUARY .. 1,747°2 197-6 923-0 112-9 — 39-9 38-7 O71 JA 
APRIL os 1,690°3 187-4 933-1 96-6 _ 32-2 42:9 373°2 AP 
JULY oe 1,748 °9 193-2 932-0 111°3 —_ 29-8 58:3 376-2 JU 
OCTOBER .. 1,752°7 192-4 937-9 101-2 _ 36-4 52:6 70°1 Oc 

1929 
JANUARY .. 1,809-3 198-0 956-1 105-0 67°6 55- 49-8 363-9 | JAI 
APRIL ns 1,743°2 188-5 985:8 | 99-0 62-6 61-2 55°3 360-4 AP! 
JULY a 1,778-2 189-9 985-9 101-9 65-0 47°3 43-2 368-9 JU 
OCTOBER .. 1,764°5 189-2 973°7 | 101-4 63-6 72°2 31:4 360-7 Oc 

| } 

1930 | 
JANUARY .. 1,767°5 } 192-0 969-1 111-8 75°5 64-9 53-5 355-8 JA 
APRIL ws 1,712-0 187°2 968-2 101-7 65-2 57:1 60-6 359°8 | AP. 
JUNE ee 1,791°8 | 189-6 960°5 99-0 63-0 50-0 56-0 360-4 | JU! 
JULY i 1,749-0 191-2 | 950-4 107-0 70°3 52:4 49°83 365-0 | Jul 
AuegusT .. | 1,767-2 188-0 934-3 96-3 63-0 51-9 47°9 | 365-8 | AU 
SEPTEMBER 1,763°9 186-4 926-8 100-2 66-0 43°4 56-2 | 359-5 SEI 
OCTOBER .. | 1,791-0 188-7 | 922-3 95-9 61-0 42-2 60:6 | 357-2 0c1 
NOVEMBER.. | 1,800°5 188-8 918-7 92-2 57°8 34-9 64-3 354-2 No 
DECEMBER.. 1,838 -9 204-3 912°3 115°6 81:4 | 59-2 41-6 | 368-9 : Dr 

1931 | 
JANUARY .. | 1,835°9 | 194-6 907°4 97°7 64:4 48-8 51:4 351-7 Tay 
FEBRUARY .. 1,781-°9 | 187-0 908-1 93-6 60-1 38-0 53-4 347-1 | FEY 
MARCH 1,726-0 180-7 919-5 94°3 60°8 30-3 52°6 349°3 | Ma! 
APRIL es 1,698°1 | 175°4 923°8 91°9 56°6 | 32°0 51°9 353°7 API 
May - | 1,699°8 | 176-3 917°9 92-4 58-1 | 33-3 55°5 353°9 | Ma’ 
JUNE eo | 1,746- 184°3 906-6 102°3 68°7 33-2 63°38 | 353-9 | Jun 





* Average weekly balances, nine banks. * Average of four or five weekly returns. * The figures prior to 
amalgamation of note issues (Nov. 22, 1928) are not comparable with those succeeding. (See “ A Banker's 
a Dec. 1928 issue.) * Prior to November 1928, “ adjusted” total of bank-note and currency note 
circulations, 
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| LONDON 
| Discount Rates | Treasury Bills 
. ‘ | Day to : 2 IS ae | j 
Week ending | Bank Rate | | Day. | Bank Bits | Fine Trade | weeny tender | Amount | Amount Ba 
’ o* | $ months 3 months Rate Offered | Applied for 
| | | 
Per cent. Per cent. Percent. | Percent. | Per cent. | £ millions £ millions | P 
| £ 8 d. 
1931 | | 
MARCH 7 3 1} 233 3t | 818 4-71 | 30 51-9 
o 14 3 24 23 3t 211 8-69 | 30 | 49°6 
ae 21 3 2% 2 3t 210 7:09 | 30 69-0 
ae 28 3 2k 2h 3t 210 10°40 | 40 67°3 
APRIL 4 3 2% 23% 3 212 3:58 40 | 68-0 
a 11 3 Qt 23% 3 211 646 | 35 | 48-9 
o 18 3 2% 2 33 |; 210 11-94 35 56°56 
-~ 25 3 1#t 2h: 33 } 2 10 11-33 40 85-1 
May 2 3 2 2 3t | 210 11-94 35 78°2 
= 9 3 1% 2 34 |} 2 6 11-07 | 35 59-9 
- 16 } 24 2¢ 2: | 2 2 7°99 35 58°3 
s 23 2¢ ltt 2a 2} |} 119 11°95 | 35 42-4 
~ 30 24 183 2a 2? |} 2 1 9-45 45 59°2 
JUNE 6 2% 13 204 2? 2 3 7°89 45 | 66-2 
on 13 23 13% 2% 2? 2 211-59 | 36 56-9 
- 20 24 1} 24, 2} 2 1 11°22 40 58-4 
” 27 24 1? 28% 23 119 9-87 40 68-2 
JULY 4 2¢ 133 133 23 |; 118 *45 40 80-0 
a 11 24 1? 133 2? | 2 0 2°67 40 56°8 
| 
All figures given above, except thoed Treasury 
Table V FOREIGQ) Exc] 
| DAIL! AVERAC 
; - -_—___ 
- YORK) MONTREAL PARIS BRUSSELS | MILAN ZURICH MADRID ‘ay 
Sto£k $tok | Frto£ Belga to £ Lireto£ | Fr.to£ P’tas to £ 
1 2 | a 
PAR OF EXCHANGE.,. .. e804 Paes) | 12g2i 35 00 | 92°46 | ay2215 25"2215 | 
| | 
| 
1928 | | 
JANUARY 4°8758 4°8848 124-00 34-963 92-17 25-302 28-504 | 
APRIL 4°8821 4°8805 | 124-01 34-953 92-53 25-332 29-118 | 
JULY .. 4°8644 4°8745 124-18 34-°979 | 92-81 25-255 29-511 | 
OCTOBER 4°8498 4°8506 | 124°14 34-895 92°61 25-200 29-970 | | 
| | | 
1929 
JANUARY ee 4-8503 4-8619 124-08 34-898 92-67 25-207 29-751 
APRIL .. “e -- | 4°8534 4°8887 124-21 34°950 | 92-70 25-215 32-928 | 
JULY 4°8511 4°8766 123-88 34°911 92-74 25-219 33-451 
OCTOBER 48698 | 4-0243 123-89 34°874 92-99 25-176 33-586 | 
1930 | 
JANUARY ee oe 4°8697 4°9222 123-91 34-947 93-05 25-162 37:017 | 
APRIL 4°8635 4°8654 124-11 34-842 92-777 25-095 38-946 | 
JUNE 4°8573 4°8587 123°81 34-829 92-759 25-086 41-347 | ; 
JULY 4°8656 4°8622 123-67 34-810 92-879 25-044 42-203 | : 
AUGUST.. 4°8707 4°8658 123-81 34-831 92-980 25-047 | 44-7 | 
SEPTEMBER 4°8614 4°8558 123-77 34-854 92-829 25-048 45-307 
OCTOPER.. 4°8591 4°8536 123°85 34°845 92-804 25-020 47°141 
NOVEMBER 4°8565 4°8513 123-65 34-829 2°781 25-049 43-075 | 
DECEMBER 4°8534 4°8610 123-60 34°772 2-723 25-038 45-179 | 
| 
1931 
JANUARY ee ° 4°8551 4°8645 123-81 34°815 92-739 25-07 46-640 | 
FEBRUARY 4°8586 4°8591 123-94 34-845 92-807 25-180 47-658 | 
MARCH .. 4°8584 4°8590 124-16 34-879 92-742 25-246 45°298 | 
APRIL 4°8599 4°8621 124-28 34-950 92-815 25-235 47-015 | 
May 48641 4°8666 124-34 34-956 92-910 25-220 48-840 | 
JUNE 4°38649 4°8775 124°23 34°940 | 92-937 25-078 50-516 | 





1 The old parity of 25-2215 

: Be cat 
Serpe un’ vovem , 

4 Average Oct. 1 to Oct! clo 
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RATES Table itwcaai 
i NEW YORK PARIS BERLIN AMSTERDAM 
| | | 
} Market | Market Market Market 
: Bank Rate Discount Call Money | Bank Rate Discount Bank Rate | Discount Bank Rate Discount 
or | Rate Rate | Rate Rate 
1s | Per cent. Per cent. Per cent. Per cent. Percent. | Percent. Per cent. Per cent. Per cent. 
ae ~ | | ‘ieecitontns i, eee ~ r 
| 
2 1l* 1 2 1t 5 4# 24 1 
2 | lt it 2 | 14 5 4} 24 1 
2 | l* 1 2 | 1 5 43 24 1 
2 lif 1 2 | lie 5 43 2+ 1t 
2 1¥ 1 2 lt 5 4% 3 1% 
2 lf iy 2 li 5 4? 2 1} 
2 lt 1tt 2 | ts 5 4§ 24 iq 
2 1# 14 2 | 1} 5 43 2+ 1} 
2 lik 1¢ 2 14 5 48 24 1t 
if lw + 2 1h 5 4% 2k 1 
1 1t 1 2 1 | 5 48 2s 1% 
1} + 1t 2 1% 5 4% 2 1s, 
1} ii 1} 2 1} 5 4g 2 rt 
1¢ tt 1 2 1} 5 433 2 | lit 
1} Bt 1¢ 2 1¢ | 5t 5 2 | 12, 
if ii 1} 2 1} 7 7 2 | ¢ 
1} ti 1} 2 1} 7 7 2 t8 
14 +i 1} 2 13} } 5 7 2 # 
1t # 1} 2 14 7 7 2 4] 
t those d D treasury Bills, are averages of daily rates. 
EIG) EXCHANGES Table V—cont. 
DAILY AVERAGES 
D | AMSTERDAM BERLIN | PRAGUE WARSAW |STOCKHOLM BOMBAY | KOBE Py PE, | ag ts tg 
£ | Fl. to £ Rmk. to £ | Kronen to £ | Zlotyto£ | Kr.to£ d. per Rupee | d.per Yen. | 4d. per d. Per 
|. PEED MERIC: Ne a Reese eres _|_titteis. | Gold Beso ; 
| 12107 20°43 | s6g°25 | 4738 | 13159 18 258 =| 5 807 | 47619 
12-087 20-461 | 164°49 | 43-505 18-138 18:09 | 23-10 5-918 47°83 
12-111 20°412 | 164-71 43°505 | 18-184 18-00 23°47 | 5-923 47°81 
12-084 20-384 164-12 43°500 | 18:161 17°91 22°65 | 5-902 47°43 
12-096 20-364 163-63 | 43-313 | 18-138 18-06 | 22°88 | 5-918 47°34 
12-091 20-402 163-83 43-313 | 18°138 18-06 22°55 | 5-905 47°41 
12-090 20-475 163-89 43-313 | 18-173 17°96 22:08 | 5-869 47° 
: 12-086 20-359 163-87 43-308 18-098 17°82 22°54 5°873 47-23 
12-098 20-397 164°42 | 43°418 | 18-141 17°87 23°58 5-860 46°82 
| | 
| 12-102 20-387 164°56 43-398 | 18-136 17°93 24°25 5-525 | 45°04 
12-098 20-375 164°17 | 43°416 | 18-092 17°86 24°38 | 5:°743 | 43-71 
a 12-086 | 20-368 163°78 43°345 | 18-095 17°82 24°53 | 5-630 41°65 
a | 12-093 20°383 164-06 43-382 18-097 17°82 24°39 5-368 40-50 
: | 12-089 20-388 164°18 43°413 18-112 17°79 24°37 4°877 40°66 
| 12°:067 | 20-407 163-82 43°376 | 18:093 17°79 24°41 4-980 40°37 
} i | 12-061 20-412 163-78 43-375 18-095 17°82 | 24°52 (5-119 38-49 
| : |} 12-082 20-380 163°79 43-371 | 18-101 17°79 24-50 . 845 38-65 
j | 12-061 20-369 163-70 43-352 | 18:104 | 17°78 | 24°53 *726 37°39 
| | 
| | 12-066 20°419 163-91 43°312 | 18-138 17-7 | 24-48 | 4°461 | 34-49 
|} 12-104 20-438 164°08 , 43°375 | 18-149 17°78 =| = 24°45 4°255 | 35-60 
i | 12-110 20°406 | 163°94 | 43°375 18-143 | 17°88 | 24°41 | 3-883 38-60 
| | 12-106 20-409 164-06 43-375 18-148 17°85 | 24-41 3-618 | 37-68 
| 12-1038 | 20-433 164-12 43-375 18:143 | 17°86 | 24°41 | 3°330 | 34-91 
| 12:088 | 20-497 | 164-19 | 43-375 18-143 17°85 | 24-39 | 3°730 | 34-72 





——_} aaah | 





2215 # abandoned as from June 25, 1928. 
2215) abandoned as from December 22, 1927. 


r 1920 
Oct. | Banks closed during remainder of month. 


| 
| 
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Table VI BRITISH TRAD} ~~ 
COAL PIG-IRON (1) STEEL (1) | 
| Exports 7 } 
Production (ivelnding Furnaces ra! Production | Production 
| ast | 
Millions of | Millions of at end of 
Tons Tons month | a = a of} 
| | 
1928 | | 
JANUARY .. ee ee ee we 21°5 | 4°3 148 560 i 626 | 
(PRIL ia ~ + ais eo | 18-2 4:0 149 563 644 
JULY - ie ne ae oe 18-1 4-5 131 | 538 667 | 
OCTOBER .. “e ‘e oe ee 21-1 5-1 136 | 544 756 | 
| | 
1929 | 
JANUARY .. ee ee ee oe | 22-4 4:9 139 564 | 765 
APRIL - we a ee ae 20-9 5-0 152 611 | 809 
JULY.. we + ae id _ 21-1 j 6°3 167 672 805 
OCTOBER .. “ as a é< 23-0 6-2 166 689 | 890 
1930 | 
JANUARY .. as es “s oe 23-8 5-9 159 650 771 | 
APRIL ad ‘“e “a ‘“ ee 19-7 4-6 151 620 696 | 
JUNE 7 a én Bes oe | 16°9 4-2 133 563 } 
JULY ea - ae - aa 18:7 4-9 105 486 621 | 
AUGUST... ee ae ee ae 17-9 4-3 104 417 451 
SEPTEMBER. . oe ee ee ee 19-6 5:0 104 | 425 581 
QCTOBER .. ee ee oe ee 21-0 5-1 96 415 | 512 
NOVEMBER .. - oe oe oe 19-8 4°4 92 384 434 
DECEMBER . . ee = oe se | 20-7 4°6 76 350 337 
1931 | 
JANUARY .. si “ss a os 19-2 3-6 83 337 402 
FEBRUARY .. ee oe ae ee 18-9 3°8 81 320 486 
MARCH = oe oe oe ee 19-4 3:8 81 357 500 
APRIL ° ee oe we ee 18-6 3°6 78 323 397 
MayY.. - av se is io 17°3 3-6 80 346 435 
JUNE wa ~ ee es ee 17°8 3:9 76 324 | 429 ln 
_ — . —# the N: 
(1) Returns issued! 
A a is a a 
[able VI BRITISH TRADE AND INDUSTRY—cont. 
i 
OVERSEAS TRADE BANK CLEARINGS UNEMPLOYMENT 
——__— - ~ —_—_— — — 7 
| 3 " 4 Index of 
2 ; . . Percent- | Numbers Produe- 
Imports | Exports Re-exports London Provincial’ Total Comper. age of | on Live tion 
| “ Country” Total insured | Register (Quarterly) 
persons 
} £ £ £ | 4 £ £ 4 unem- W's 1924 = 100 
millions millions | millions millions toillions millions millions ployed omitted ‘ 
| 

1928 | | | Ja 
JANUARY... | 100-4 59-7 | 10°3 | 10°3 5:8 16°1 19-0 10:7 1,204 105-7 AP 
APRIL... 96-8 | 55:3 11-0 10°5 6:0 16°5 19°2 9-5 | 1081 103-7 jr 
JULY e- | 95°5 60-9 8:5 10-2 5:5 15-7 18-5 11-6 1,259 95-4 0c 
OCTOBER... | 1027 | 64°3 | 8-9 10:2 5-4 15°6 18-8 11°8 1,339 105°2 

| 
| | } 

1929 | | Ja 
JANUARY... | 116-1 66°9 | 9:8 10-4 5-5 | 15-9 19-1 12-3 1,427 | 108-3 AP 
APRIL .. 104-2 | 60°2 10-4 10-5 5-3 | 15°8 19-0 9-9 | 1,159 111-0 Ju: 
JULY as 93-6 66°5 8-0 10°3 5-4 15-7 19-0 9-9 | 1,140 108-2 0c 
CCTOBER.. | 110°3 64°6 9-1 10-3 5-1 15°5 18°9 10°4 1,218 114°8 | 

1930 | 4 Ja 
JANUARY.. | 101°9 68:3 | 8-2 10-4 | 5:0 15-4 19°5 12-6 1,481 | 109°6 AP’ 
APRIL oe 83-9 46-9 7°8 10-4 4°7 15:1 20-3 14°6 1,678 100-9 Jur 
JUNE aa 83°4 42-8 7:9 9-2 4-2 13-4 18°5 15-4 1,841 Ju 
JULY oe | 86°32 50°7 6-7 10-0 43 | 14:3 19°9 16-7 1,964 AU 
AUGUST .. 79°9 42-8 6°3 9-0 4:0 | 13-0 18-3 17-1 2,036 90-7 SEI 
SEPTEMBER 78°7 42°7 5°4 8-6 3°7 12-4 17-8 17°6 2,115 | 001 
OCTOBER .. 90-9 46-9 7°2 9°6 4:0 13°5 19-9 18-7 2,200 | Not 
NOVEMBER 79-4 44:1 | 6°8 9-4 4:2 13-6 20-2 19-1 2,274 92°7 DE 
DECEMBER 89°6 38-5 5-2 9-4 4°3 13-7 20-9 20:2 | 2,393 

| | 

1931 } | | | | JAN 
JANUARY .. 75-6 | 87-6 | 6:0 99 | 42 14-2 22-2 | 21°5 2,614 co 
FEBRUARY | 63°6 | 31°8 | 5:9 9-1 4:1 | 13-2 20-7 21-7 2,628 84°38 OF Mal 
MARCH ... | 70°7 | 34:0 5°4 8-9 4:1 | 13-0 20-4 21-5 2,625 B App 
APRIL ..| 70°0 | 32°5 6°6 9°5 3-9 | 13°4 21-1 20-9 2,532 Ma‘ 
May -- | 69°6 | 33-9 5°7 9-1 3-9 13-0 20-7 20-8 2,523 Jun 
JUNE -. | 68°6 29°4 6-0 85 | 3:7 | 12°3 19-8 21-8 2,629 

? Daily averages. * “Country ” clearings at London Clearing House. * Total clearings (London © com, 


“Country ” and Provincial) adjusted, for comparative purposes, by application of Board of Trade index 
number of wholesale prices (1924 = 100). * Average of four or five weekly returns. * Reprinted by courtesy 
of the London and Cambridge Hconomic Service. 
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1) 
Exports of Exports of Exports of Exports of Exports of 
Imports Exports Imports Exports Yarns Piece Goods Tops Wool and Wool and 
Worsted Worsted 
on Yarns Tissues 
Thonssands Thousands £ £ Millions of Millions of Millions Millions Millions of 
. of Tons of Tons thousands thousands Lbs. Sq. Yds. of Lbs. of Lbs. Sq. Yds. 
s of 
284 332 1,345 4,805 14°9 337-4 2-8 4-0 16-9 
253 344 1,464 4,143 13°8 314°8 2-9 37 10-0 
219 333 1,461 4,567 11-4 338-6 2:6 4-2 18-0 
261 377 1,488 4,402 15-1 334-0 2°5 4°5 12°7 
244 421 1,627 5,078 16°9 379°3 3:1 3-6 18°6 
262 340 1,574 4,151 13-1 349-4 2-4 3-0 9-5 
237 376 1,687 5,066 15-0 355-4 2-2 5-1 17-5 
248 390 1,724 4,803 13°5 265-8 3°3 4°5 lil 
310 352 1,514 4,456 13-2 313-2 2-7 3-7 14-1 
234 268 1,699 3,861 11-5 217-0 2°4 3°0 7:0 
215 251 1,476 3,652 10°7 158-7 2-2 2-4 6-6 
199 303 1,415 4,440 11-0 197-4 2°7 3°2 10-1 
195 219 1,405 3,507 10-2 168-0 2°3 3°1 11-0 
224 200 1,214 3,061 9-1 142°7 3:1 3°1 9-6 
264 264 1,499 4,128 11°7 150°3 3°1 3°6 8-7 
210 204 1,145 3,520 11-0 130°3 2-5 3°8 8-3 
283 170 1,460 3,332 11°6 130-2 2-4 2°38 7°5 
222 167 1,181 3,280 11-3 155°6 2:4 2-4 10-4 
177 144 1,137 2,673 9°3 146-3 2°3 1-9 8-6 
210 170 1,246 2,874 10°8 136°4 2-4 2-2 6°38 
188 1,216 2,843 10°8 135°2 2°8 2°4 5°0 
168 1,305 2,880 10°7 141°5 2°5 2°7 5°2 
163 1,212 2,442 9-6 132°8 1-6 2°6 6-1 
the National Federation of Iron and Steel Manufacturers. 
s issued as ares — 
Table VII COMMODITY PRICES 
UNITED KINGDOM U.S.A. GERMANY FRANCE ITALY 
Cost of 
5 Wholesale 1 Wholesale Wholesale Living Wholesale Cost of | Wholesale Cost of 
lex of Cost of Depart- Statis Sts . (Statis Living Living 
oduc- Living ment of tisches tisches tique Statis- 
ion ** Econ- Ministry Labor Reichsamt Reict Générale) tiqt 
'terly) omist” of Labour amt) Générale) 
July 1913/14 July (Jan.-July) 
= 100 1913-100 1918 =100 1914<—100 1913 = 100 1913 = 106 low 1913 100 1914 160) 19138 =100 1914 — low 
1928 
i JANUARY .. 141-1 135°5 166 138-0 138-7 150°8 606-7 507 134°3 145 
ip: APRIL ee 142-9 139-5 164 139-5 139°5 150-7 623-8 519 134°7 145 
me JULY ee 141°1 135-9 165 140°8 141-6 152-6 623°8 519 132°6 143 
4 OCTOBER .. 137-9 131-1 167 140-1 140-1 152-1 617-0 531 133°5 144 
1929 
JANUARY 138-3 130-3 165 139°3 630-6 547 134-7 145 
08°3 APRIL 138°8 129-3 161 138-7 626°7 556 133-8 150 
11-0 JULY 137-4 128-9 163 140°4 613-0 555 129-5 148 
ee OCTOBER 136-1 124-1 167 138-0 589-5 565 127°6 149 
1930 | 
P JANUARY 131-0 118°5 164 133-8 151°6 565 123-0 150 
09°6 | APRIL 123-7 112-3 155 129-9 147-4 | \ 572 116°6 146 
00°9 JUNE 120-7 108-4 155 124-4 147-6 sa 112-0 145 
JULY 119-2 106-8 157 120-3 149°3 109-0 145 
AUGUST . 117-8 104-7 157 120-3 148-8 592 109-3 144 
90°7 SEPTEMBER 115-5 100-7 156 120-6 146-9 108-1 143 
OCTOBER 113-0 99-6 157 118°3 145-4 104°9 143 
NOVEMBER 112-0 97°6 155 115-2 143°5 597 102-9 143 
92°7 ; DECEMBER 108-9 94°5 153 112-3 141-6 100-1 139 
1931 
JANUARY ne 106-9 91°3 152 110°¢ 115-2 140-4 483°7 |) 98-2 133 
FEBRUARY .. 106-2 91-6 150 108-2 114-0 138-8 481-3 | >590 97-1 135 
84°8 Marcu ; 105-9 91-1 147 106°7 113°9 | 137-7 «= 481°7 |J 96°7 135 
APRIL a 105-7 90-0 147 105-0 113-7 | 187-2 483-7 95°8 135 
May es 104-4 87°5 145 102-1 113°3 137-3 470°1 94-2 134 
JUNE ee 103-2 87°5 147 112°3 137°8 468-1 92-1 133 


al * The indices, which are for the 1st of the month, are entered for the previous month to facilitate 
ondon comparison 


index 2 Gold index. 


? 


o* 
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Bank Meeting. 
STANDARD BANK OF SOUTH AFRICA, LIMITED 


Mr. E. CLIFTON-BROWN’S STATEMENT. 


HE one hundred and eighteenth ordi- 

nary meeting of the Standard Bank of 
South Africa, Ltd., was held on July 22, at 
the Cannon Street Hotel, E.C. 

Mr. E. Clifton-Brown, who presided, said 
that the Bank’s deposit and current ac- 
counts had increased by (£2,368,170 to 
£51,934,0601 An increase of that nature 
was an inevitable feature in periods of 
trade depression, when the public lost con- 
investments of an _ industrial 
nature, but did not necessarily of itself 
add to the profits of the bank. This growth 
of resources, however, helped to con- 
solidate the bank’s general position and 
placed it on a strong footing to extend 
favourable consideration to legitimate de- 
nands for banking facilities which were 
sure to follow a renewal of trade activity 
whenever it might come 

Investments showed an increase over last 
vear's figure It was thought advisable to 
extend somewhat their holding of British 
and South African Government securities, 
and since the close of the year they had 
further sums in such securities 
showed 


fidence in 


f 


invested 
rhe item of “bills of exchange ”’ 
a reduction of £1,500,000, solely due to the 
contraction of the external trade of the 





country. Bills discounted and advances had 
increased by over #£3,800,000, and now 
stood at £37,500,000, but that did not 
mean an increase in advances to their 
customers. Indeed, owing to the diminished 
demand for facilities in consequence of bad 
trade those had actually declined, and it 
had been necessary to employ their surplus 
funds, which would normally be lent in 
trade, in other directions that unfortunately 
did not give them the same remunerative 
rates of interest. 

They had not escaped the effects of the 
prevailing trade depression, and he did 
not think he need make any apology for 
the profit figures showing a reduction of 
about 13 per cent. on those for the previous 
vear. 

In arriving at the figure of profit for 
the year, namely, £567,620, they had made 
provision for bad and doubtful debts out 
of contingencies account After appropri- 
ating £75,000 to writing down bank pre- 
mises account the directors recommended 
that £100,000 be added to the pension fund, 
and that a final dividend of 7s. per share, 
together with a bonus of Is. per share, be 
paid, leaving £142,622 to be carried forward. 

The report was unanimously adopted. 
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Messrs. Higginson & Company’s 
New Banking Premises 
By Professor C. H. Reilly 


HEN Mr. A. V. Heal, the architect of Messrs. 

\X/ Lazards’ fine new buildings, had made such a 
success of them while using red brick and 
Georgian motives and because of this success had been 
invited by Messrs. Higginson & Co. to reconstruct their 
premises in Lombard Street and Cornhill, it must have 
been an interesting question for him to decide what note 
to give to his new commission. The semi-domestic 
feeling so marked in Messrs. Lazards’ premises would in 
any case be hardly suitable to Lombard Street and 
Cornhill, and especially so when it was only the lower 
portion of the two facades, both fairly modern, which 
were to be rebuilt. His new clients, too, were a firm of 
international bankers with an associated house in America. 
An English Georgian structure, although such a building 
would have its very pleasant echo in much American 
colonial architecture, would hardly be suited to a home 
of international finance. On the other hand, Messrs. 
Higginson’s being a private bank, the full classic of, say, 
its big neighbour, Lloyds new headquarters, or that of 
the new National Provincial near by, which one associates 
so readily with the great banking halls of America would 
seem equally inapplicable. Something intimate was 
obviously wanted, but something not too specialized or 
national. Of course if we had to-day in general use a 
genuine architectural style of our own and the faith to 
use it on all occasions as had our thirteenth-century 
ancestors (and as we may yet hope to have), all such 
questions would be pointless. Things being as they are, 
however, I think Mr. Heal made a very wise choice in 
selecting the type of the late classical mid-nineteenth- 
century architecture generally called ‘“‘ neo-Grec.”’ It is 
a form which allows far more freedom than the pure 
Greek or Roman. One has only to remember with 
what happy invention Sir John Soane used it in the 
Bank of England and what variety it enabled him to 
give to his various apartments, while maintaining the 
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impersonal character which is the essence of all classical 
work, to realize its value in such a case. Withit Mr. Heal 
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THE LOMBARD STREET FRONT AS IT IS 


could give an international note even to a comparatively 
small building and yet allow himself the interest which his 
green bronze inlays, for instance, give to his Sienna- 
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THE LOMBARD STREET FRONT AS IT WAS 
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coloured Doric columns, making thereby the interior of 
his banking hall as amusing as the peristyle of some 
Roman Senator’s house. 

Let us, however, consider the exterior first. The 
original Lombard Street facade had a lofty ground 
floor, inconceivably bad, so it seems to-day, in its 
incongruous detail. The rest of the front, however, was 
fairly simple and straightforward. This ground floor 
with its muddle of three big windows and three little 
doors and many other things, Mr. Heal has completely 
removed and has introduced in its place a new stone 
front with a single central doorway. Round this door 
he has built two storeys of windows somewhat in the 
manner of the later Soane work in which the Orders are 
implicit rather than used. There is a suggestion of 
fluted Doric columns for instance to the jambs of the 
big ground-floor windows. But what is more important 
than these stigmata of style is that the architect in spite of 
giving more window space—more actual glass area— 
than in the old front yet gives his new one the appearance 
of possessing far more solid walling as well. This is 
due to the stretches of plain stonework he has achieved 
in spite of the full articulation of his front. There is no 
unnecessary ornament distracting the eye and breaking 
up the wall surface as in the old facade. Every generation 
of course thinks its taste superior to that of the preceding 
one, nevertheless I think even our fathers would agree 
that Mr. Heal’s new Lombard Street facade is many times 
finer and more effective than the one it has replaced. 
The same thing applies to the Cornhill one but not to 
the same extent, not however because Mr. Heal’s 
facade in that street is not equally good, but because its 
predecessor was very much better than the similar 
Lombard Street one. Here again he has been successful 
in getting in some invaluable plain walling and without 
any decrease in window area. Once again, too, he has got 
it mainly above the circular-headed first-floor windows 
where it tells most, both in contrast to the delicate 
detail of the dentil cornice with which in each case he 
finished his new work and by separating the new facades 
from the complications above. Further, by his definite 
linking of the two storeys together on each front into 
one composition he has very successfully suggested that 
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there is something bigger and more important behind, 
such as a banking hall, than the array of ordinarily sized 
windows would suggest. 

So much for the two dignified and very successful 
exteriors. On entering from either front one finds that 
the two buildings on the ground floor have been very 
happily brought together both in plan and character. 
One passes easily down a hallway paved with Travertine 
from one street to the other, now with a Travertine 
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THE CORNHILL BANKING HALI 


countei to the right of you, now to the left. In both 
sections there are ranges of fluted Roman Doric columns 
upholding fluted beams and a strongly panelled ceiling. 
The columns in the Lombard Street section serve as 
well the useful purpose of cloaking the irregularities of the 
wall bounding the site on that side. The general colour 
everywhere in walls, columns and ceilings is a very 
pleasant warm yellow—very like that of Sienna marble. 
Standing out clearly against this and contrasting most 
happily with it and playing a most important part in the 
scheme of decoration are the metal grilles to the counters 
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finished to an almost emerald-green colour, the similarly 
coloured electroliers, showing no lamps but casting the 
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A DETAIL OF THE CORNHILL BANKING HALL 


light up to the ceiling for reflection, and the green 
Pompeian wall tables. All this is most attractive, but 
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the most individual and interesting note in this interior 
has yet to be mentioned. It is that this bright-green 
colour has been used again to emphasize the drawings of 
the columns themselves by the introduction of a thin 
line of it between each flute. It appears, too, as a key 
pattern round the necks of the columns and on the 
corresponding anti on the walls. It is indeed the high 
note of the whole interior. The only other tones are 
the light grey of the Travertine floor (a Travertine in 
which the ‘little interstices which usually go black have 
been filled with a white cement) and the black marble 
skirting which runs everywhere emphasizing the plan 
shapes. The whole combination of bright green and 
gold and grey in well-drawn classical det ail i is particularly 
charming. It is rich without being ostentatious. It is 
welcoming and intimate without loss of dignity. Indeed 
I doubt whether there is any banking hall in the country 
where such delightful results have been achieved in so 
confined a space. 

The rest of the building is largely the old structure 
redecorated, panelled or altered in some similar way. 
The beautiful oval staircase was there I gather before, 
but has been lined with Travertine steps (again of the 
beautiful grey obtained by filling in the pores) and has 
been given an extraordinarily graceful balustrade in 
delicate wrought iron brought to the same _ beautiful 
ereen colour. The other staircase in the Lombard Street 
section has been made more monumental and given a 
broad simple modern look, by being provided with a solid 
balustrade wall capped with black. 

The partners’ and chairman’s rooms with their wait- 
ing rooms, the board room, the luncheon room and the 
other main apartments are all simple charming rooms, 
panelled in oak or in pine, and in either case left in a 
natural state. These rooms are more English in character 
and beyond the fact that they are detailed with more taste, 
skill and restraint than one usually finds in similar rooms 
in office buildings, they do not call for detailed description. 
They are rooms w here work can be carried on in comfort 
but without distraction. Their broad wooden panels will 
no doubt be improved when an occasional good picture 
hangs upon them. Their furniture, mostly chosen or de- 
signed by the architect, is in the same quite sensible strain. 
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This bank and Lazards must prove to the banking 
world that in Mr. Heal there is at least one other architect 
besides the architect members of the Royal Academy and 
the architect knights who can do distinguished work. 
Messrs. Higginson’s are to be heartily congratulated on 
recognizing this. To many bank directors, however, 
especially in the City, it must comeI think, as an interesting 
and novel discovery. One could wish they would make 
many such discoveries for the variety and good of English 
architecture. Let me assure them in these days of 
architectural training and keener taste, the possibility of 
doing so is a very real one. 


ile 
THE PARTNERS’ ROOM, CORNHILL 


It is believed that this building is the first in which 
the Post Office has allowed the same telephone instru- 
ments to be used throughout for internal messages as 
well as for external ones. 

The building, in addition to all the ordinary equipment 
of a bank, is fitted, like a great store, with Lamson tubes 
working by compressed air for the quick transmission of 
papers from one part of the structure to another. 





